THE 


BANKER 


Vor. LVI NOVEMBER 1940 No. 178 





re 








THE RIGHT HON. OLIVER LYTTELTON, P.C. 





e new President of the Board of Trade, formerly Controller of Non-Ferrous 
Before the War, Captain Lyttelton was well known in the City as 
Managing Director of the British Metal Corporation.) 








72 THE BANKER 


A Banker’s Diary 


AFTER two months of comparative stability, clearing 
bank deposits in September showed an unprecedented 
rise of over {115 million to the new record 
Credit level of all time of £2,597 million, repre- 
Expansion senting an increase of £318 million over the 
Resumed first twelve months of war. Though the 
finance of the Government deficit is natur- 
ally the major influence on the volume of credit, it does 
not, fortunately, necessitate finance through the banking 
system on the scale which this movement “might suggest. 
To the extent of £35 million, as will be seen from the 
table below, the apparent jump in deposits reflected 
mere increase in transit items. This in turn was not due 
to any increase in the real turnover of bank deposits but 
to the greater periods required for clearing on account of 
the dislocation of postal services through air-raids. It is 
CLEARING BANK RETURNS 


(£m.) 
Sept Change on Change on 
1940 Month Year 
Deposits .. 3 is -+  2,5900°7 +II5°4 +- 318-6 
Cash ki ‘i ii ‘i 288-2 + 14°9 + 20°7 
Call money ina es a 143°7 3°9 I°9 
Bills a is cs ws 401 °3 28-8 + 165°1 
[reasury deposits a ‘i QI°5 05°5 r O1°5 
Investments or ea is 697°1 14°9 94°2 
Advances 6 = a ‘i 9360°8 I7°7 74°1 
Items in transit and in course of 
collection i an nia I10°5 35°0 23° 
Acceptances aa ‘a or II9g°0 O*4 6 
oO o 0 
Oo 0 0 
Cash to deposits .. in ia II-10 + 0-09 0°64 


suggested, further, that a large part of the apparent 
recovery in advances—reversing the persistent decline of 
the previous six months—may have been the result of 
a similar factor. The increase of {65-5 million in 
clearing bank holdings of Treasury deposit receipts, in 
fact, seems to give a fair measure of the total Government 
demand for finance through the banking system during 
the month, since changes in the other earning assets 
largely cancel each other. Thus, the expansion in cash 
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holdings and the further jump in investments to a new 
high level of close on £700 million (almost certainly 
reflecting subscriptions to National War Bonds rather 
than purchases of gilt-edged securities in the open 
market) are offset by a sharp decline in money market 
assets. 


EVEN so, the renewed dependence on floating debt finance 
in the form of Treasury deposit borrowing from the banks 
marks a definite change in the Treasury’s 
Smaller position as compared with the previous two 
Expenditure months. It may be noted that, whereas in 
Abroad? July and August a current deficit of some 
£425 million was financed with an increase 
of only £12 million in bank deposits, in September a 
single month’s deficit of {225 million was associated 
with a jump of over £115 million in bank deposits. To 
some extent, as has been seen, the uncorrected returns 
give a misleading impression and the contrast between 
the. two periods is certainly less striking if allowance is 
made for distorting factors such as transit items. None 
the less, the impression remains that in July and August 
the Treasury had the benefit of some large source of 
extra-budgetary receipts which was no longer available 
in September. The only explanation which seems to 
square with all the facts is that in the earlier months the 
expenditure figures must have included exceptionally 
heavy disbursements in America. Being met out of gold 
already in the possession of the Exchange Account, such 
expenditure does not necessitate any additional finance in 
sterling. It would, however, be surprising if our adverse 
balance was running at an annual rate greatlyin excess of 
£500 million per annum. Thus the fact that part of our 
war expenditure is incurred abroad would not in itself 
seem a sufficient explanation of the extremely optimistic 
view of our financial position which Mr. Keynes expressed 
in his recent broadcast. Even though the sums which 
are being set aside in respect of future taxes must be 
greatly in excess of revenue currently falling due for 
payment to the Exchequer, the deficit during the next 
twelve months certainly cannot be less than {£2,000 
million and may well reach {2,500 million. True current 
savings at present can hardly be in excess of {£800 million 
G 
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per annum; and since we can hardly expect to find 
anything of the order of {1,200 million to £1,700 million 
by drafts upon capital assets (such as gold losses) it would 
seem that some degree of inflation is unavoidable. 


THE only new factor that might upset this calculation 
would, of course, be an American loan which would enable 
us greatly to increase our purchases in the 

United States without the necessity of 

Prospects of increasing our exports correspondingly. 
oa ce During the past month, messages from 
Washington have definitely foreshadowed 

an Administration move, as soon as this month’s 
Presidential elections are out of the way, to remove the 
legal barriers which at present stand in the way of such a 
credit. It is stated that President Roosevelt may be 
counted upon to support the repeal of the Johnson Act— 
and presumably the financial clauses of the Neutrality 
Act—should a prolonged war threaten the depletion of 
Britain’s cash resources. Already, the recent amendment 
to the constitution of the Export-Import Bank would seem 
to permit the extension of loans to Canada, notwith- 
standing that Dominion’s belligerent status. And it is 
clear that even this country might indirectly benefit if 
the United States were to decide to finance Latin 
America’s commodity surpluses, while leaving the Latin 
American countries free to draw upon their dollar credits 
for purchases from the sterling area. For the moment, of 
course, any developments on these lines are purely 
conjectural. And our own resources, fortunately, must 
still be fully adequate to finance the war for a long period 
ahead, given an effective pooling of Empire exchange 
resources. As the National City Bank of New York points 
out in a recent bulletin, United States exports to the 
Empire in the first year of the war amounted to only 
$1,790 million, of which $1,070 million were covered by 
Empire exports. This leaves an adverse balance on 
merchandise account of no more than $720 million, which 
was actually more than covered by the Empire’s current 
output of newly-mined gold. Though it is quite evident 
that our exchange resources were nevertheless drawn 
upon to some extent, it is probable that for the most part 
this was for the purpose of financing the expansion of U.S. 
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arms capacity and for advance payments under contracts. 
The benefit of these expenditures still remains to be 
reflected in deliveries during the current year. 


By far the most important factor in the sphere of credit 
during recent weeks has been the rapidly mounting issue 
of Treasury deposit receipts. The floating 
Mounting debt return for September showed a rise in 
Treasury the outstanding total of Treasury deposits 
Deposits from a mere {£30 million at the end of 
August to £124 million. (That clearing bank 
holdings for September were returned at only {91-5 
million is explained by the early date on which some of 
the individual returns were made up.) By October 26 the 
total of borrowing in this form will have increased further 
to £205 million, so that in the October returns Treasury 
deposits will already have outstripped call money in 
importance as a banking asset. In the six weeks to 
October 12 the current deficit amounted to £325 million, 
of which as much as {130 million was raised by floating 
debt finance in this new form, the outstanding tender 
Treasury bill issue remaining unchanged throughout at 
{836 million. With a weekly deficit of the order of £50 
million, and subscriptions to Government loans running 
at under rather than over £20 million per week, Treasury 
deposit borrowing has in fact been the Treasury’s chief 
mainstay. In each of the first two weeks of October the 
banks were called upon to provide £30 million. After 
a reduction to {20 million the issue was again restored 
to £30 million in the week to October 19. Towards the 
end of October, howevery there was a gratifying spurt 
in loan subscriptions, permitting a reduction in the 
Treasury deposit issue to £15 million. 
TuoucH there was no such drastic resort to central 
bank credit as was seen on one occasion in the previous 
month, when Treasury deposit borrowing 
Note was reduced to £10 million, the earlier re- 
Circulation duction was reflected, as will be seen from 
Declining the table, in a slight rise in Government 
securities to {146-2 million, and a pro- 
nounced jump in banker’s deposits to the high level 
of {115-3 million. These movements were largely 
reversed in the following week, when the issue of Treasury 
deposits was restored to £30 million. 
Ge 2? 
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ANALYSIS OF BANK RETURNS 


. ({m.) 

Notes in Govt. Public Bankers 

Circulation Reserve Securities Deposits Deposits 

Sept.25 .. 604,764 26,275 147,813 13,526 115,980 
ms. 2 as 605,255 25,044 142,563 21,268 101,273 
m as 601,336 29,470 146,228 19,086 115,299 
ae 597,721 32,956 138,998 19,852 109,147 

23 ++ 593,229 37,476 137,353 23,685 105,141 


The second major influence on credit during October 
has been a welcome decline of £12-0 million in the note 
circulation to {593-2 million, the lowest figure since the 
upswing which followed the collapse of France, and an 
increase of only £66 million on the year, as compared 
with an expansion of over {100 million as recently as 
August. Thanks to this reflux of notes, the Reserve has 
been restored to the comfortable figure of {37-5 million. 
From the corresponding date in 1939 to the Christmas 
peak the circulation last year showed an expansion of 
£27-5 million and any repetition of a seasonal movement 
on this scale could hardly be met without a further in- 
crease in the fiduciary circulation. In view of the strong 
deterrents on spending arising out of the early blackout 
and air-raid conditions, however, it seems reasonable to 
hope that the necessity for such an increase will be 
avoided. 


THE month has seen a number of measures designed to 
close some of the remaining small loopholes in the system 
; of exchange regulations. Among other 
poses things, the import of barter securities has 
Loopholes been banned. In view of the prohibition 
closed which had already been placed on the sale 
of sterling securities by non-residents, this 
move was hardly required to stop any actual losses of 
exchange. But it would clearly serve a useful purpose if 
at some future time this ban should be relaxed, as well as 
carrying a stage further the Bank of England’s policy of 
discouraging the use of bearer securities with the object 
of preventing realizations on enemy account. 

By the same order (S.R. & O., 1940, No. 1732) the 
Treasury has taken power to expedite the collection of 
debts expressed in one of the specified currencies, or of 
sterling sums due from residents in countries which have 
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a Special or Registered account. There is no question of 
calling in credits to foreign countries by requiring the 
collection of commercial debts at an earlier date than 
would be customary in the ordinary course of trade, but 
any temporary export of capital through the failure to 
collect sums due from abroad within a reasonable period 
would now be contrary to the exchange regulations. The 
Treasury may issue directions requiring the creditor to 
expedite collection of his debts and in the last resort may 
take an assignment of the rights to the payment. 
Finally, the payment of interest on registered accounts 
has been prohibited. The offer of interest at a rate of 
1 per cent. or less could hardly induce American or Swiss 
holders to retain larger sterling balances than they would 
otherwise be prepared to carry. To continue such interest 
payments would thus clearly have been an unjustified 
wastage of exchange resources since, as is well known, the 
balance on registered accounts is freely convertible into 
gold or foreign exchange. The amount involved is 
undoubtedly small, but the principle of the Treasury’s 
action was fully approved, particularly by those who for 
many years past have deplored the competition between 
British banks for foreign deposits by the offer of extra- 
vagant rates of interest, often in excess of any possible 
yield to be earned on the assets held against such deposits. 


Need War Mean Impoverishment ? 


R. KEYNES surprised the City a few weeks ago 
M when he said that we should not necessarily be 

impoverished by the war. To those who have 
been accustomed to think of the national debt as the 
indicator of public prosperity, and who have associated 
a rapidly growing public debt with public bankruptcy, 
his optimism was at once surprising and encouraging. 
Certainly, Mr. Keynes’s general thesis cannot be chal- 
lenged. Our losses in the war are in reality limited to our 
losses of capital equipment—the destruction of property 
of all kinds, the destruction of shipping, the sale of our 
gold and foreign securities. It may be argued, of course, 
that there is some loss of human capital. The war may 
permanently and seriously injure thousands of people; 
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it may leave people’s constitutions weakened by disease 
and bad feeding; it may have such psychological effects 
that sane post-war policy will be unable to remedy. 
But if we confine ourselves to economic values proper, 
there can be no denying Mr. Keynes’s main contention. 

The cost of the war must for the greater part be met 
here and now. By far the greatest bulk of it consists 
simply of the hardship of doing without goods and services 
now in order that the labour and material used for the 
production of those goods and services should be used 
for the production of war equipment. When the war is 
over, we shall be able at once to switch back to the pro- 
duction of goods for civil consumption, and shall thus 
be no worse off than we were before. The real loss, 
indeed, is the destruction of capital equipment. If we 
have lost a million houses, then our housing conditions 
will be much worse than they were before, until the new 
houses are built. If we have lost five million tons of 
shipping, then we shall have to devote steel and labour 
to shipbuilding instead of, say, to motor manufacture. 
If we have lost civil industrial plants, then our capacity to 
produce consumption goods will be limited, until new 
plants have been built. If we have allowed machinery 
to become obsolete, then we shall have to pay more than 
we otherwise should have done for our goods. If we have 
lost foreign assets, then we shall either have to import 
less or export more. Those are the real losses. But 
none of them—except possibly the loss of foreign assets— 
is permanent. Ina period of years the new houses can be 
built, the new ships built, the new machinery installed, 
and our prosperity will be where it was before. We shall 
have lost the increase in prosperity which would have 
taken place had there been no war. But we shall get 
back to the pre-war level as soon as the real destruction 
created by the war has been replaced. 

The experience of the last war, though on the whole 
less destructive than the present war seems likely to 
be, is significant. The table opposite compiled from 
Mr. Colin Clark’s stupendous study ‘‘ The Conditions of 
Economic Progress,” shows how real income per head 
moved in the various belligerent countries. 

The decade 1925-34 is representative of average con- 
ditions in the period between wars, after the initial post- 
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war boom had collapsed. It contained five quite good 
years, and five bad ones. In the table, two percentage 
increases are Sshown—one the actual increase or decrease 
that took place in real income per head between 1913 
and 1925-34, and the other the change which would have 
taken place if there had been no unemployment in 1925-34. 
It must be remembered, of course, that in each of these 
countries, with the exception of the U.S.S.R., there was 
a significant decline in the number of hours worked; 
in Britain, the decline was Io per cent. ; in France, Belgium 
and Germany about 20 per cent. The figures in the 
table, therefore, actually over-state the real decreases in 
income per head, and under-state the increases, for every- 
body in all the countries under consideration was working 
much less hard than in 1913. 
Change in Real Income per Head, between 1913 and the average 
of 1925-34, on the basis of : 
Potential Income 
Actual Income _ if there were no 
of 1925-34 unemployed 
(%) 


a (%) 
Great Britain.. ni es és — +13 
France. . oe a 9 ka —I3 — 8 
Belgium ie i oa ca +1 ? 
Germany - - a - —32 —22 
Austria si ze a or —I10 +1 
Czecho-Slovakia te on acs +11 +16 
U.S.S.R. , - — 4 —4 


If we take first the actual change in real income per 
head, we find that in Czecho-Slovakia there was a very 
substantial increase. In Britain, in Belgium, and in the 
Soviet Union the real income per head was very much 
the same in 1925-34 as it had been in 1913—the case of 
Belgium is significant, for Belgium was devastated, 
especially in its industrial areas. In France and Austria 
there was some decline in real income per head, although 
the decline in income was certainly less than can be 
accounted for by the shortening of the working day. 
In Germany there was a very substantial decline, and a 
significant decline even when the reduction of working 
hours is taken into account—but after all the whole 
German industrial system was distorted by loss of territory, 
by inflation, and by unstable politics. 

When allowance is made for the loss of income caused 
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by mass unemployment in the great slump—which though 
to some extent the result of dislocation created by the war 
was certainly not unavoidable—we find that Britain, 
Belgium and Czecho-Slovakia could have achieved very 
substantial advances of income, and that even Germany 
could have produced real income per head from her de- 
pleted resources which would have been very much the 
same as it was before the war, if reductions of working 
hours had been taken into account. 

The facts of the last war therefore suggest very strongly 
that ten years after the war the economic systems of the 
belligerents had recovered sufficiently to enable them 
to produce at least as much as they did before the war 
with the same working hours, or to produce correspond- 
ingly less with reduced hours. If the various countries 
had been able to handle their economic systems as 
sensibly as they know how to handle them now, and 
had been able to prevent the development of mass 
unemployment and the slump, they would by that time 
have been able to produce rather more than they did 
before the war, with substantially reduced working 
hours as well. It is frankly difficult to see in this picture 
evidence of appalling long-term impoverishment. The 
worst legacy of the war, indeed, was not the economic 
damage which it had caused, but the lassitude and weari- 
ness which affected the statesmen and ruling circles, 
and which prevented an energetic and comprehensive 
handling of post-war economic problems. It was the 
failure to face social, political and economic facts that 
was disastrous, not the impoverishing effects of the war 
itself. 

As far as Britain is concerned, it is clear that this 
war is more impoverishing than the last, in so far as 
property is concerned, although it seems more than 
possible that we shall not this time see the destruction 
of a generation’s best manhood which was _ probably 
responsible for the dismal political failure of the period 
between wars. It is not very easy to arrive at an estimate 
of the extent of the possible destruction. On the basis 
of what information is available, however, it seems very 
unlikely that the destruction of houses is at the rate of 
more than 10,000 a month. This sort of figure seems 
to be in accordance with the Prime Minister’s guarded 
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indications on this point, and with the relation between 
destruction of people and of property for the period 
in which both figures were being given; it is also in 
reasonable accordance with the numbers believed to be 
homeless. It is unlikely, on the face of it, that the 
Germans will be able to maintain steadily, month after 
month, a greater intensity of raiding than they main- 
tained in September. Even if the rate of destruction 
were doubled, however, the loss would be only 240,000 
houses a year—and the capacity of the building industry 
to build is something like 300,000 a year. If the war 
goes on for two more years, therefore, the destruction 
of houses is actually unlikely to be more than can be 
rebuilt in one year. Admittedly this excludes the normal 
rebuilding which is needed. But it is perfectly reasonable 
to suppose that, provided that the work is not held up 
by mistaken conceptions of public economy, and provided 
that the job is tackled as a whole and is not delayed by 
difficulties of property rights and sectional differences, 
the rebuilding job could be done in five years. And the 
new building would be far better than the old. 

The rebuilding of industrial premises, transport facili- 
ties and so on, is likely to be relatively easy. So far, 
these have not been damaged on any substantial scale, 
and the work which has to be done on them is predomi- 
nantly repair work, which is of course done currently 
as the war proceeds. More important, perhaps, is the 
re-equipment of factories which have turned over to 
war production and of other factories which have allowed 
their standard of maintenance to deteriorate. It is 
impossible to give any real estimates here, but it is 
significant that we are building up a vastly increased 
machine-tool industry for war purposes, and it will be 
possible to put this industry to new activities after the 
war. The loss of shipping is probably significant. 
We have now lost some 2,000,000 tons of merchant ship- 
ping, or rather more than ten per cent. of our pre-war 
fleet. But this is not a net loss, for production is pro- 
ceeding fast. Our capacity to produce, furthermore, is 
probably increasing, and even if the ultimate net loss 
is as much as 5,000,000 tons, this could be replaced 
in four years at most. And the new ships would be 
far better than the old. 
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On these scores, it seems that Mr. Keynes’s general 
optimism is fully justified. More difficulties, perhaps, 
arise from the exhaustion of external financial resources. 
In the period 1935-37—a reasonably representative 
pre-war period—our visible adverse balance of trade 
averaged {£350 million. It was compensated by {95 
million shipping income, £40 million income from 
services such as banking and insurance, £200 million 
income from foreign investments, and an average of 
about £15 million loss of capital. We are, on the whole, 
unlikely to lose as much shipping income as we did in the 
last war, for this time there are no neutral shipping 
nations to increase their trade at our expense. But we 
shall certainly lose some of our income from services, 
especially as controls are likely to be maintained on an 
international scale, and we shall lose some of our income 
from foreign investments—at worst, one-half of it. 
On this showing it seems unlikely that we shall be able 
to afford an adverse visible balance of much more than 
£200 million a year. This would mean a reduction of 
perhaps one-quarter in our imports—obviously a very 
serious matter. Alternatively, of course, it means a very 
substantial increase—say of one-third—in our exports. 
Fortunately, however, the position is not as bad as 
it looks at first sight. Britain will inevitably be the 
best market in the world, whatever happens. The 
producers of food and raw materials will continue to 
want to sell their goods to us. The result of this situation 
would therefore be some shifting of the terms of trade 
in our favour. The price of food and raw materials 
would tend to fall in relation to the price of manufactured 
goods. No doubt the Dominions and the countries of 
South America would try to avoid this to some extent 
by industrialization. But that in itself would increase 
the demand for manufactured goods; the more the 
primary-producing countries shift from primary pro- 
duction to industrial production the higher their standard 
of life becomes and the greater their capacity to trade 
with a highly industrial country—provided we produce 
the sorts of things they want to buy. There is no reason 
for alarm, therefore, provided that we keep absolutely 
in the forefront of industrial development and keep our 
buying and selling practices absolutely up to date. If we 
allow ourselves to relapse into pre-war muddle, of course, 
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we shall pay the penalty, just as we paid it in our con- 
tinuous difficulties of the pre-war period. Our economic 
situation will not handle itself. But there is no inherent 
reason why the loss of foreign investments should em- 
barrass us severely. From some points of view, indeed, 
the existence of the foreign investments themselves is an 
embarrassment. Our political relations with the Domin- 
ions, with India, and with Latin America might in 
some respects be easier if those investments did not 
exist. 

The more one looks at these problems, indeed, the 
more apparent does it become that the realimpoverishment 
which will be caused by the war should be relatively small. 
But a great deal of artificial embarrassment can be 
caused simply by stupid policy. If we play our cards 
rightly, and if we take full advantage of modern technical 
developments to rebuild our economic system after the 
war, we shall very quickly recover the pre-war standard 
of living and we shall then very rapidly proceed to exceed 
it. There is no inherent reason why in fifteen years 
after the end of the war we should not be at a standard 
of living 30 or 40 per cent. higher than pre-war. But 
this will not happen without positive drive and vigorous 
reconstruction. After the last war, we concentrated our 
whole efforts upon a return to the conditions of 1914. 
Attempt after attempt was made to get back to what was 
called “‘normal.’”’ We returned to the gold standard 
on pre-war parity. We removed vital controls in the 
name of “normalcy.” We tried to build up our old 
exporting apparatus, regardless of the fact that the pre- 
war methods were no longer applicable. In the years 
before the last war, Britain had been losing ground to 
Germany and the United States; these vain efforts to 
rebuild what appeared to be a golden age left us lagging 
behind other commercial nations. 

If this is allowed to happen again, of course, then the 
same results will follow. If, for example, we fail to 
recognise that to leave resources unemployed is a worse 
waste than any conceivable Budgetary expenditure can 
possibly be, then we shall have the whole story of 1918-39 
all over again. But given a forward-looking and enter- 
prising—and if necessary unconventional—policy in eco- 
nomic affairs, the impoverishment created by the war 
will be very rapidly eliminated. 
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Lending Policy in War-time 


HE many new problems thrown up by the war 
during the past year have made heavy calls on the 
adaptability and resource of the banks and their 
organisations. In no field has a more radical change of 
attitude been required than in regard to lending policy. 
Even in peacetime, the lending function of the banks 
has always been the most controversial side of their 
activities. Desiring borrowers have been known to gird 
at the restraints imposed by a prudent regard for liquidity. 
But a code of practice had been established which, 
as most fair-minded critics would acknowledge, enabled 
the banks to satisfy the legitimate credit requirements 
of industry while preserving a due regard to the interests 
of their depositors. In general, the claim of the banks 
that no sound borrower was ever turned away empty- 
handed owing to excessively high standards of security 
was undoubtedly justified. Even a trade boom would 
normally involve only increased demands for accom- 
modation from established producers already intimately 
known to the banks and possessed of resources of one 
kind or another suitable to serve as collateral security for 
the additional working capital. Under such conditions, 
a rapid increase in output could readily be financed, 
if need be, merely by a slight relaxation of standards of 
security or margin requirements. Moreover, the accepted 
and well understood policy of the banks in working to 
relatively rigid liquidity ratios conferred upon the central 
institution a powerful indirect control over the volume 
of advances. If at any time the banks were felt to be 
following an unduly stringent lending policy, this would 
almost certainly be a reflection at one remove of the 
monetary policy of the authorities, implemented by 
variations in the credit base and the supply of other 
liquid assets to the banking system. 
To fit into this general framework the finance of 
a sudden transition from peace to war economy was 
obviously a more difficult proposition. In the national 
interest, the paramount need was a rapid expansion in 
the war industries in their broadest sense, which would, 
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of course, include export industry. This immediately 
confronted the banks with the dilemma that by all 
normal criteria precisely those industries most essential 
from the national point of view would be grossly over- 
trading and must be encouraged to over-trade. In the 
new conditions, clearly, the command of productive 
resources capable of contributing to the war effort must 
represent the sole claim to bank finance. To keep that 
capacity fully employed must be the sole aim of lending 
policy. Peacetime conceptions of credit standing and 
liquidity became mere anachronisms. 

It is no inconsiderable achievement that this formid- 
able dilemma has been solved by typically British methods 
of co-operation and compromise without the slightest 
degree of official compulsion. Some elements in the war 
situation, fortunately, have favoured the transition. In 
wartime, fluctuations in prices and demand need no 
longer be feared, and the credit standing of the univer- 
sal buyer is undoubted. All this is helpful to the 
development of a financial technique. Evenso, many and 
bitter complaints were heard in the early months of 
the war, and on occasions a severe if localized financial 
stringency developed. In the atmosphere of general 
uncertainty which followed the outbreak of war, and 
which fully justified a restriction of credit in some 
directions, it was perhaps natural that some bank officials 
were unable to throw off peacetime habits of mind 
sufficiently to discriminate between industries, the demand 
for whose products might wholly or partially disappear, 
and industries indispensable to the war effort. When 
the former could often offer unexceptionable security 
while the latter were already over-extended by normal 
criteria, a very considerable readjustment of ideas was 
needed. In external trade, particularly, higher prices, the 
greatly lengthened period of all voyages and the with- 
drawal of credit facilities by the overseas countries 
involved a greatly increased demand for short-term 
credit even to finance an unchanged turnover in real 
terms. Exporters and importers inevitably found it 
difficult to avoid the appearance of rampant over-trading, 
and there is no doubt that in the initial period export 
trade was sometimes handicapped for lack of finance. 
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Nor did the difficulties arise wholly from the side 
of the banks. It was difficult to implement the general 
principle that a government contract should carry the 
right to finance—much as an import permit carries the 
right to foreign exchange—so long as contracts were 
allotted almost haphazard and without due regard to the 
actual productive capacity of the firm concerned. And 
the former complete lack of planning in the distribution 
of government work to contractors and sub-contractors 
is now notorious. Even when there is no doubt of a 
contractor’s ability to deliver the goods, the Ministry 
concerned has to approve their quality and conformity 
to specification; and since for this reason payment 
cannot be automatic, neither can the banks be expected 
to grant credit automatically unless indemnified against 
loss by the State—a solution to which there are obvious 
objections. Thus, it is undeniable that considerable 
friction occurred before a satisfactory alternative was 
at last devised early this year by agreement between 
the banks and the government. The public departments, 
which in this context means primarily the Ministry of 
Supply, then agreed on the one hand to make payments 
to contractors as speedily as possible, and on the other 
hand to answer promptly any inquiries by banks as to 
the general state of accounts between suppliers and the 
Ministry. In combination with the progress certificate 
(which, as described in the following article, has become 
a staple banking security since war began) this ready 
access to the necessary information has enabled the banks 
to proceed with much greater confidence in the finance 
of essential production. 

Notwithstanding the great speed-up in war output 
since the collapse of France, the advances total has for 
some months shown a steadily declining trend. From 
{1,006 million in March, clearing bank advances 
showed an uninterrupted decline of £87 million to 
£919 million in August, and the subsequent recovery to 
£937 million in September has been attributed largely 
to statistical distortion connected with items in transit. 
When the normal composition of bank advances is 
remembered, this net decline will not be thought to 
indicate any restriction of credit to the expanding sector 
of our economy. Out of a total of {£954 million in 
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November, 1938—the latest date for which an analysis of 
advances has been published—loans to the building 
industry amounted to {68 million, to local authorities 
{59 million, and the amusements industries £46 million, 
while no less than £109 million were classified as financial 
and as much as £298 million—chiefly advances to private 
individuals—were unclassified. Thus an aggregate of 
£580 million—considerably more than half the whole— 
represented advances to industries which must suffer 
contraction in wartime or for purposes which would no 
longer be approved as justifying fresh accommodation. 
So long as war continues, therefore, a steady stream of 
repayments under these heads may be expected to offset 
the increased accommodation of the war sector. 

In contracting credit, the banks have been as free 
from direct official intervention as in the expansion of 
loans for essential purposes. Under the Defence Regu- 
lations, lending in the expectation of repayment out of 
the proceeds of a public issue was specifically prohibited, 
but otherwise the allocation of credit has been left to 
the banks unfettered discretion. Since the Ministry of 
Supply is able physically to control the direction of 
production through the allocation of raw material supplies, 
the question of the banks being asked to finance production 
for inessential purposes—or at any rate for purposes 
inconsistent with government policy—simply does not 
arise. Similarly, ordinary considerations of banking 
practice would be sufficient, under present conditions, 
to prevent loans for certain purposes no longer desirable 
in the national interest, such as Stock Exchange specu- 
lation on margin. Moreover, it must be realized that a 
bank making an advance seldom or never does so primarily 
in reliance upon the security pledged. Though security 
is taken, this is literally collateral, in the sense that in the 
normal course repayment is expected from the customer’s 
general resources or accruing receipts. The housing 
loans which the banks have granted with increasing 
freedom in recent years, for example, were based on the 
tacit assumption that in case of need the customer would 
be able to secure finance through some other channel, 
such as the building societies. The general breakdown in 
facilities for property finance owing to the war risk was 
thus sufficient to ensure the cessation of lending against 
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property by the banks. On the other hand, there would 
be no objection from the viewpoint of banking practice 
to well-secured loans to private customers for the purpose, 
for example, of paying income tax or otherwise maintaining 
consumption, though lending of this kind would clearly be 
contrary to the aims of the savings movement and detri- 
mental to national finance. Possibly at the suggestion 
of the authorities, policy had been consciously directed 
at discouraging borrowing of this type. For the most 
part, however, the reduction in inessential advances 
has been quite spontaneous. In some cases a little more 
pressure than normal may have been exerted to ensure the 
steady reduction in advances out of current income, 
thus aiding the efforts of the savings movement. But 
it is safe to say that in no single instance has pressure 
been carried to the length of forcible realization of security, 
even in cases where this would clearly be permissible 
notwithstanding the Courts Emergency Powers Act. 

To sum up, it may be said that the banking system, 
after some initial friction, has financed the change-over 
to war production with a minimum of inconvenience to 
the public, despite the technical difficulties involved. 
And although in these days liquidity must be left to look 
after itself—or to the care of the central authority— 
it may be noted that the structure of bank assets to-day 
is considerably more liquid than at the outbreak of war. 
Quite apart from the comfortable cash reserve and the 
substantial rise in Treasury bill holdings and other liquid 
assets, advances now represent no more than 36-1 per 
cent. of deposits, as compared with 44-4 per cent. a year 
ago. Moreover, the outstanding advances themselves 
are considerably more liquid than at the outbreak of war. 
Loans to private individuals and to industries adversely 
affected by the war have steadily been reduced; and 
the ever-increasing proportion of loans to government 
contractors might well be regarded as merely Treasury 
bills at one remove. 
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Progress Certificates as a 
Banking Security 


By Colin Graham 


S was pointed out in this journal recently, the 
A problem of war production from the national 
point of view is one of men and materials, not of 
money. Indisputable though this is, it is not the guise 
in which the problem presents itself to the individual 
manufacturer. Even if his existing resources are 
adequate for the provision of premises and plant, he is 
still faced with the task of buying supplies and paying 
for labour until he can obtain cash for his output. 
Though it is clear that mere shortage of finance should 
not be allowed to impede any bona fide contribution to 
the war effort, it is not in practice always easy to over- 
come the inevitable uncertainties arising out of the fact 
that cash which is needed now will emerge as war output 
only after a period. Thus it is no reflection on the 
banking system to admit that in some circumstances to 
obtain the necessary finance may well prove the manu- 
facturer’s greatest practical difficulty. 

Fortunately, deterrents to war production due to 
purely financial reasons are now being removed as far 
as possible by close co-operation between the banks and 
the Government departments. It is no secret that the 
Treasury has in effect asked the banks somewhat to 
relax their ordinary procedure in favour of contractors 
and sub-contractors engaged in essential work. In fair- 
ness to depositors, however, the normal criteria of sound 
banking cannot be ignored altogether. There must be 
very definite limits to unsecured lending, even for the 
most nationally desirable purposes, and in general a con- 
tractor’s request for financial assistance must be backed 
by evidence of the money he has put into production. 
This takes the form of progress certificates, which in 
broad principle correspond to the architects’ and ship- 
builders’ certificates long familiar to bankers. They 
amount to independent verification by a recognized 
accountant that, in regard to a particular contract for 
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delivery of supplies to a Government department or to 
a main contractor,* expenditure has been incurred up to 
a certain amount. Arrangements are usually made for 
periodic payments as the contracted work progresses 
and progress certificates constitute acceptable evidence 
on which such payments are claimed and made. By 
making payments as promptly as possible the Govern- 
ment eases the strain on contractors’ resources, and this 
in turn enables contractors to put their sub-contractors 
in funds. Payment in advance of completion of a 
contract clearly carries with it a presumption that the 
work, as far as it has been done, is up to specification 
and will not be rejected. Asa safeguard i in this respect, 
however, payments are normally limited to a percentage 
of certified expenditure, the balance remaining unpaid 
for an agreed time. The percentage varies according to 
the physical nature of the output and may well be as high 
as 95 per cent. The contractor (or sub-contractor) has a 
direct incentive to perform his contract satisfactorily, 
for the retention monies withheld for subsequent pay- 
ment are at stake. Not only must he maintain the 
specified quality of his output, but in the case of a Crown 
Contract against which progress payments are made. 
is expected so to organize his concern that work done 
and materials acquired are capable of identification as 
having virtually become the property of the Government. 
A contractor who is executing war contracts alongside 
other work should therefore keep his costing distinct in 
all the stages of production and should strictly segregate 
his material supplies. For this reason, a banker who 
lends money to finance war production (beyond the 
point indicated by ordinary standards) should not only 
inspect the relative contracts but should also keep him- 
self well informed of the general course of his customer’s 
activities. It should be possible to confirm that 
advances made in the expectation of progress receipts 
are being specifically applied to the war contracts and 
not used for the general purposes of the business. 
Reliance on progress certificates, valuable as they 
are, is not always of itself sufficient. If additional pro- 
tection is sought i in the shape of a charge on the contracts 








“* The financial stz unding of a main contractor is ‘assumed to be 
unquestionable in this article. 
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this should be taken on all the contracts being carried 
out under a common roof, to eliminate any potential 
confusion between materials or products appropriate to 
separate contracts. Whether contracts are charged or 
not, it is customary to provide that all payments under 
them shall be made direct to the banker instead of to 
the customer. A banker’s best security for loans to a 
limited company trading beyond its means on war 
output is undoubtedly a debenture, and it would seem 
desirable to take a debenture charging the assets unless 
there are creditors for supplies who object strongly. 
An advance so secured is a fair business risk even though 
it may be disproportionate to capital, and the powers 
taken under a debenture need seldom be exercised. The 
progress certificates, which should also be obtained, may 
be taken as a reliable guide to the expenditure incurred, 
which in its turn must be a measure of the loan or over- 
draft required, allowing always for the funds locked up 
in retention money. 

It is sometimes supposed that a banker financing 
production on these lines can always keep his overdraft 
covered by progress payments outstanding. In practice, 
this cannot often be expected. The element of time-lag 
operates severely against the customer. Take, for 
example, the case of an industrialist who turns out 
£50,000 worth of ammunition per month. Assuming 
that his progress is certified, as is usual, at the end of 
each month, his accountant will probably require a few 
days to produce the figures and the Government or main 
contractor will normally take, say, up to ten days to pay. 
Towards the end of the next month, therefore, a pay- 
ment will have been received, and an interval must arise 
between this payment and the appearance of the next 
progress certificate, during which materials must be 
acquired and wages paid. To meet this time-lag a 
banker may reasonably be asked to grant an overdraft 
limit (without the support of progress certified and await- 
ing payment) equal to one month’s turnover, less the 
extent of the customer’s own liquid resources, if any. 
This applies, of course, to the simple case where a manu- 
facturer is working only on war production and where 
his financial requirements are not complicated by the 
carrying on of less essential enterprise by the same 
undertaking. Advances in excess of a month’s 
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turnover should be completely covered by progress 
certificates against which rapid reduction is anticipated.* 

Perusal of contracts, whether or not they are to be 
charged, calls for specialized knowledge, but the main 
points to look for can be briefly stated. The Break 
Clause is paramount. This stipulates what notice of 
termination can be given and, in effect, what conditions 
shall apply should the war end and render the contract 
superfluous. A banker as lender is concerned only to 
see that his customer is adequately protected against 
unforeseen termination. He will probably find a sub- 
clause relieving a contractor from undue hardship 
arising from circumstances beyond his control at the 
time of termination. Variations in the costs of wages 
and materials are normally allowed for in favour of the 
contractor, but it should be noted that additional 
expenses under these headings are separately claimed as 
an addendum to the final contract figure and may not 
inflate the amount of the progress claims. The progress 
payment, in other words, may not fully discharge the 
liability on which the bank is relying. Similarly, com- 
pensation for time lost in air-raid interruptions may be 
a feature of a contract. 

A further clause may appear establishing a right to 
reimbursement for capital expenditure on plant which 
must become obsolete on the completion of the particular 
contract for which it was required. Another important 
factor to watch is the damages which may become 
payable by a contractor in the terms of his contract 
should he fail wholly or partly in the performance oi 
that contract. Should a bank assist a contract with an 
exceptionally onerous damages clause it might find itself 
virtually deprived of its security in certain contingencies. 

Having approved the terms of a contract and having 
agreed to provide finance, the banker will depend on 
progress certificates to a greater or less degree, accord- 
ing to his ability to obtain more tangible security. Some 
of the risks attaching to progress certificates as a security 
have already been indicated in discussing contract 


* In addition to certifying progress claims at regular intervals 
an accountant may also produce interim certificates, solely for the 
purposes of his client’s relations with his bank. These act as 
confirmation that further claims for progress are competent to be 


made. 
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clauses. In addition, reliance on progress certificates 
raises the complex question of the responsibilities of 
accountants in vouching for the accuracy of such a cer- 
tificate. Duties of an accounting nature merge insensibly 
into the wider duties of auditors, but under Common 
Law the accountant is responsible only to the principals 
by whom he is appointed, whether these be individuals, 
firms or companies. Auditors of companies are, of 
course, directed in certain respects by the Companies 
Act, 1929, and are saddled with a primary duty to the 
shareholders, not the directors. These statutory pro- 
visions, however, have no application to the preparation 
or checking of progress certificates. Accountants are 
protected in this country from actions by third parties 
with whom they have no privity of contract (except in 
case of fraud, which may of course be a cause of action 
between persons who are not bound to each other by 
contract in any way at all). Hence a bank in relying on 
progress certificates has no remedy against the 
accountant if they should subsequently prove inaccurate. 
Unless it so happens that the relationship between client 
and accountant has been such as directly and con- 
sciously to introduce the interest of a bank, the latter 
must suffer the consequences if it is misled, short of 
deliberate deception and fraudulent intent. Progress 
certificates are not necessarily addressed to all the 
parties who might be interested in them, although 
accountants are naturally aware that they are intended 
for production to a Government Department or to main 
contractors. But it would be difficult to establish the 
further presumption that the accountants were aware 
that their certificates constituted justification for an 
advance from a bank.* 

No legal action seems ever to have turned on these 
points, which in consequence may seem rather academic, 
though in New York in 1931 a bank brought a case 
against auditors to recover losses incurred in lending on 
the strength of a balance sheet that was defective 
through fraud in the client’s office. The question of 
principle was never decided, as the matter was settled 
out of court. In any case, it is obviously an essential] 

* On the other hand, interim certificates that claims are competent 
to be made are sometimes addressed directly to a banker. 
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precaution for bankers to verify the standing and relia- 
bility of the accountants who sign progress certificates. 
Subject to this precaution, however, progress certificates 
would seem to constitute an acceptable banking security, 
and their use as such has undoubtedly been considerably 
extended since the outbreak of war. As a means of 
supplementing the information contained in balance 
sheets, which would not alone substantiate large un- 
secured advances, the progress certificate can perform 
a valuable function in facilitating the finance of war 
production. 





Berlin as International Financial 
Centre ? 
By Paul Einzig 


URING the last war, the German financial Press 
was full of hope that as a result of a German 
victory Berlin would replace London as a world 

banking centre. At the time these prophesies did not 
sound too unreasonable, for before 1914 Berlin was well 
on her way towards becoming London’s rival as one of 
the great lending centres, and a German victory would 
have strengthened her relative position to a considerable 
degree. With the defeat of Germany, Berlin’s ambitions 
to replace London in the sphere of international finance 
were, of course, frustrated. Germany became a debtor 
nation, and had to borrow abroad on a large scale in 
order to replace capital destroyed by the depreciation of 
the mark in 1923. 

With the revival of plans for world conquest, the 
dream of developing Berlin into an international 
financial centre has also revived. During recent months 
a great deal has been said on these lines in the Nazi 
financial Press, which has even put forward a detailed 
scheme, evidently approved by German official circles. 
It may sound strange that the Nazis, who express utter 
contempt for the system of international finance, should 
go out of their way to try to adopt it for their benefit. It 
may seem even stranger that a debtor country such as 
Germany, and a defaulting debtor country at that, 
should harbour ambitions to assume a véle which in the 
past had always been played by lending centres. 
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Florence, Venice, the Hanseatic cities, Amsterdam, 
London, and New York were able to assume their réle 
of international financial centre largely because they 
were able to lend abroad, and because they possessed 
substantial reserves available for lending. Germany has 
been a constant borrower ever since 1918, and is still a 
borrower—even if the only countries from which she can 
secure credit are the conquered countries which have no 
option but to extend such credit. Nor does Germany 
possess any substantial reserves in the form of gold or 
foreign investments, even though in this respect her 
position has been somewhat improved by the looting of 
the resources of conquered peoples. Moreover, it is 
difficult to visualize a financial centre effectively fulfil- 
ling its réle while its work is crippled by rigid exchange 
restrictions; and it is equally difficult to imagine Nazi 
Germany removing her exchange control. 

As a matter of fact, the Nazi ambition is not 
precisely to become a financial centre in the generally 
accepted sense of that term. The idea is to make Berlin 
the pivot of a system of international exchange clearing. 
According to the scheme, every German-controlled 
country would have an exchange clearing account with 
Germany and with every other German-controlled 
country. The central clearing office in Berlin would try 
to offset the debit and credit balances on these various 
clearing accounts. The scheme is by no means new. 
Ever since the bilateral clearing made its appearance in 
1931, many experts have been fully alive to its imper- 
fections, which they have sought to remedy, at first by 
triangular arrangements and later by the development 
of a system of multilateral clearing. Such attempts have 
not gone very far in practice. The Nazis have now 
appropriated the idea, and intend to use it for the pur- 
pose of developing Berlin’s réle as a world banking 
centre. 

One of the most difficult problems in multilateral 
clearing arises when one of the countries participating 
in the scheme has a substantial and persistent net 
debit balance on its clearing accounts. In such a case 
it is impossible to offset its debit balance with one 
country by its credit balance with another country. Nazi 
writers discussing this problem have suggested that such 
countries should be forced to correct their trade balance 
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by means of deflation. An increase in bank rate was 
also specifically mentioned as a means of bringing about 
the desired dose of deflation—a highly orthodox and 
respectable conception surely quite foreign to the Nazi 
philosophy. What these Nazi writers do not explain is 
what happens if the country which has debit balances 
all round is Germany herself. The omission is the more 
striking as this happens to be the actual state of affairs. 
Germany has a huge and growing debit balance on her 
clearing accounts with all conquered countries. On the 
basis of the rule laid down by the Nazi writers, therefore, 
she would have to deflate by means of credit restrictions 
and high interest rates. But this would be flatly contrary 
to the fundamental principles of the Nazi economic 
system, which, so far as it has any rational basis, is 
supposed to be based on the theory that production 
should be determined, not by the volume of credit avail- 
able, but by the extent of physical capacity, the volume 
of raw materials and the labour available. That a Nazi 
Government would ever restrict production by means 
of high interest rates in order to correct an adverse trade 
balance is simply inconceivable. 

Presumably the Nazi doctors mean to apply their 
remedy to the conquered countries only, and not to 
Germany herself. But then these countries have a 
favourable trade balance, especially in relation to 
Germany. And if they are unable to export enough 
to other countries, conquered or unconquered, it is 
because Germany has seized their exportable surplus 
and has deprived them of their sources of fuel and raw 
material. In face of such a situation, credit manipula- 
tion and high bank rates are clearly quite useless. The 
fact that the Nazi authors on the subject propose to run 
the multilateral clearing on the lines of the orthodox 
gold standard clearly shows their unwillingness to realize 
or admit that the circumstances in which the system 
would be applied allow no scope for the free play of 
economic forces making for the necessary adjustment. 
In the whole of the proposed system there would only be 
one factor of real importance: the will of the German 
authorities dictated upon the conquered countries. The 
debit and credit balances on clearing accounts will not 
be the natural outcome of the relative exporting and 
importing capacity of the countries concerned. They 
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will be the inevitable consequence of the measures 
imposed upon them by Germany. 

As far as trade between the oppressed countries and 
Germany is concerned, it will be determined entirely by 
Germany's requirements, which will constitute the 
supreme economic law for German-controlled Europe. 
It goes without saying that this will mean that Germany 
will have a big import surplus, as a means of exploiting 
the resources and productive capacity of the conquered 
countries for the benefit of the Herrenvolk. No amount 
of jugglery with multilateral clearing will make any 
difference in this respect. When the debit balances of 
Germany’s clearing accounts with the conquered 
countries become too big, then they will be reduced by 
the imposition of war indemnity in some form or other. 

Even trade between the various German-controlled 
States will be regulated by Germany. Holland can 
hardly be expected to have an export surplus on her 
trade with non-German countries if most of her export- 
able goods are seized or bought by Germany. The 
trade balance between the German-controlled countries 
will be determined by the relative volume of their 
exportable goods which Germany does not require. The 
debit and credit balances on clearing accounts between 
German-controlled countries will be determined, there- 
fore, by factors of an entirely non-economic character, 
and not by the relative requirements, competitive 
capacity and absorbing capacity of the non-German 
countries. In such circumstances the economic 
significance of the proposed multilateral clearing is 
negligible. 

The idea of multilateral clearing is in itself construc- 
tive. Unfortunately, it is likely to be discredited by the 
abuse of the system by Germany, just as bilateral 
clearing was discredited before the war by the un- 
scrupulous use Germany made of that system. The 
reason why Germany wishes to establish such a system 
is twofold. The Nazis hope to enhance the prestige of 
Berlin by making it into the financial centre of their 
newly-created Empire. And they hope that the involved 
nature of the system will obscure the real purpose of 
Nazi administration of conquered countries, which is the 
ruthless exploitation of the conquered peoples for the 
benefit of their conquerors. 
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Outstanding Contracts in the 
“Occupied ” Currencies 
By A. M. Davey 


HE Nazi occupation of Denmark, Norway, 
Holland, Belgium and France gave the exchange 
_~~ accountant a worrying time. His customers were 
inclined to raise awkward questions as to the validity of 
their outstanding deals. Could such and such a contract 
be considered as cancelled? Shall we hold over our 
forward purchase until the end of the war? I delivered 
my florins—why don’t you pay me for them? These are 
but a few of the problems the banks have had to face. 
Most of them, fortunately, have now been solved by the 
Bank of England’s ruling that where a controlled 
currency is the subject of an uncompleted contract, and 
where there is conclusive proof that no foreign currency 
has been paid or received, the contract is legally abro- 
gated, and will be treated as cancelled when it matures. 
The mere fact of determining the exact status of 
these “ derelict’ contracts, however, has not ended the 
banker’s difficulties. The public soon became aware of 
the ruling because it was naturally used as a basis for 
replying to their importunate queries. In any event they 
were placed in possession of the Control’s decision 
through their trade or professional journals. Since this 
ruling became known it has started a fresh stream of 
inquiries. A few comments on the bare announcement 
may therefore be helpful in enabling bankers to supple- 
ment the information contained in the official notice. 
The first important point to notice about the decision 
is its definite form. The precise terminology permits of 
no deviation, and this is to be expected. We can readily 
imagine the odd customer who has bought forward 
Norway and would like to stick to his rights in the vague 
idea that one day he might be glad to have a right to 
forward Oslo in preference to sterling. (The exchange 
dealer to-day has met so many queer notions lately that 
his imagination is sufficiently well-exercised to accom- 
plish this mental somersault.) To such a person there 
are a few firm rejoinders the banker might make. First, 
the original sale to the customer was made on a declara- 
tion called an “ E” form, and the purpose for which the 
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sale of currency was authorized cannot be altered. Now 
that the purpose has ceased to exist, the licence is 
automatically withdrawn, and the purchase by the 
customer is no longer operative. Secondly, the under- 
lying object of the attempt to retain the contract is 
speculative and contrary to the interests of the country; 
on that account alone it could not be sustained. Thirdly, 
the right to demand cancellation of the contract is as 
strong in the hands of the Control as it is in the hands 
of the customer to whom it has been concessionally 
granted; if the customer does not want to cancel the 
contract his bank does, and it will certainly exercise its 
right to do so. 

We now come to a whole class of contracts which are 
not generally called “forward contracts’ because they 
are dealings for a conventional “spot” date three days 
ahead.* The Germans were in Norway by April 9. A 
deal arranged on Monday, April 8, for “spot” delivery 
on April 11 cannot be reckoned as completed if there is 
conclusive evidence to show that no kroner changed 
hands in respect of it. There is no experience to show 
how the Control has treated such cases, but it seems 
certain enough that contracts in this condition must be 
subject to the rule that they are incapable of completion 
and must be abrogated. 

Brief mention must be made of the Danish contracts 
which are not in a controlled or “requisitioned ” 
currency. The rules laid down by the Bank of England 
may not officially be applicable to these dealings, but it 
would be reasonable to assume that dealers would treat 
them on similar principles. The forward position in 
Danish kroner cannot be of such dimensions as to cause 
many banks any real anxiety. 

There still remains the vexed problem of “ con- 
clusive”’ proof of non-delivery of the foreign currency. 
Taking both purchases and sales in order, the kind of 
proof that is permissible will not be difficult to 
distinguish :— 

Purchases from Customers.—lIt is certain proof that 
the currency has not been delivered if remittances such 
as cheques, bills, coupons, etc., are returned intact by the 





* Dr. Einzig, in his work ‘‘ Forward Exchange,’’ states the case 
for the proposition that deals that are arranged for completion even 
one day after the date of making the contract are really ‘‘ forwards.’’ 
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postal authorities. This is true of mail and telegraphic 
transfers where the remitters have had both original and 
duplicate (or mail confirmations of undelivered cables) 
returned to them. 

Sales to Customers.—Where mail and _ telegraphic 
transfers are returned to the senders, and all copies are 
in the senders’ hands, the sale can be considered in- 
effective. The same is true of drafts issued, provided all 
copies of the drafts and their advices are back in the 
hands of the issuers. 

It may be asked why the draft advices must be 
returned if the instruments themselves are no longer 
abroad to serve as a mandate for the payment of foreign 
funds. It must be emphasized that the main object of 
the wholesale clearance of these contracts is to ensure 
that what is known to be a fact, and only this, shall be 
accounted for in the books of the dealing banks. 
There is always the possibility that a foreign bank, 
having received an “ Advice of Draft Drawn ” showing 
the payee’s name might have paid the beneficiary under 
a letter of indemnity, feeling itself justified in so doing 
at a time when postal delays are frequent. That being 
so, the money will have been debited to the issuing bank 
(as it normally is debited, according to foreign practice, 
on receipt of advice of drawing). This is a case where 
there can never be “ conclusive” proof of non-delivery, 
and it would be an offence against the precise ruling laid 
down by the Control to attempt to treat such contracts 
as “undelivered ” deals. 

There is a tendency for customers to demand that 
currencies for which they have no use should be taken 
over by the Control. It ought not to be necessary to 
point out that what the public cannot use can be of no 
use to the Control. In spite of this there will be many 
requests that banks should undertake to purchase cur- 
rencies of countries now under enemy influence. Banks 
must resist these requests with all possible energy. 
Where the trouble will arise most obviously is in such a 
case as where the Control has previously sold currency 
“spot,” and it has been held by the buyer on a permitted 
Customer’s Currency Account to be utilized later for a 
specific purpose. 

Finally, there is one question still awaiting settle- 
ment, and that is the desirability of the collection by the 
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operating bank of its usual commission. Most contracts 
stand in the bank’s books at a sterling equivalent in- 
clusive of commission, for it is out of this charge that the 
bank’s expenses have to be collected. Notwithstanding 
the cancellation of the deal, many services have 
frequently been rendered. Typical of these are the pro- 
vision of a department of experts for the approval of 
“E” forms, the issue and advising of drafts, postages 
and stamp duty, etc. There is clearly a case here for the 
retention of the commission or part thereot, but at the 
moment of writing there has been no collective 
pronouncement on this point. 


Practical Difficulties in the Control 
of Export Proceeds 
By W. W. Syrett 


N integral part of our exchange regulations which 
has perhaps received less attention than it 
deserves is the control of export proceeds carried 

out by means of Form CD3. In the national interest, it 
is clearly as vital that exports should add to our financial 
resources as that their physical volume should be maxi- 
mized. With this object, exporters are now required to 
secure payment by one of five methods prescribed on 
Form CD3, and so chosen as to permit the necessary 
degree of latitude which is desirable in order to conform 
to the varying methods of finance in trade with different 
countries. 

The five prescribed methods are as follows. Where 
goods are sold at a price expressed in foreign currency 
on the condition that the buyer opens a credit, then the 
approved method of payment is either * (a) by a sterling 
bill drawn under a credit opened by the buyer of the 
goods with a bank in the United Kingdom and registered 
with the Bank of England on Form E2, No... . pro- 
viding for reimbursement in foreign currency (according 
to destination: e.g. for goods sold to United States, then 
in United States dollars); *(d) or by a sterling bill under 
credit as above, providing (instead of currency re- 
imbursement) for reimbursement from a. . . (name of 


* The reference letters are those of the C.D.3 form. 
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country) Special Registered Account. If the goods are 
sold on bill of exchange or on “ open account” terms at 
a price expressed in sterling, the exporter must secure 
payment by either (0) sterling, paid in the United 
Kingdom, purchased by the buyer of the goods from a 
bank in the United Kingdom by a sale of foreign cur- 
rency (according to destination); or (c) in sterling paid 
from a... (name of country) Special Registered 
Account. When the terms are “open account” the 
foreign currency payment of the price can be made (c) 
by a debtor’s remittance (draft, T/T or otherwise), pro- 
vided the foreign currency accrues to the Nostro account 
balance of a bank in the United Kingdom with its agent 
in the country concerned.* 

As is well known, the United Kingdom Exchange 
Control forms part of a wider control embracing the 
whole sterling area. In practice, the autonomous 
controls of the Dominions and the local controls operated 
in the Colonies have adopted a Form CD3 or similar 
procedure on parallel lines to that of the United King- 
dom. In some cases local controls even go farther than 
our own, as in the case of Australia, where export 
proceeds have to be reported even if the goods are sold 
in other sterling countries. In general, however, the aim 
is to ensure the repatriation of export proceeds to the 
sterling area. In negotiating payments agreements we 
have made use as a bargaining weapon of the pur- 
chasing power of the whole area, not of United Kingdom 
purchasing potential alone. Wall Street interests (on 
behalf of the dollar area) have co-operated with the 
British banking mechanism in setting up “ Registered ” 
accounts in London, and a similar system is applicable 
also for payments between Switzerland and sterling 
area. “Special” accounts are applied in the case of a 
long list of countries with which bilateral payments 
agreements have been entered upon, including at the 
time of writing Sweden, Argentine, Roumania, Brazil, 


* The present writer strongly advocated in trade journals that 
exporters should avoid delays and help their bankers by instructing 
debtors abroad to lodge payments direct to the Nostro accounts, 
and some traders are doing it. Some have even taken steps to ensure 
that the C.D.3 number is quoted throughout the financial side of the 


transaction. 
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Hungary, Portugal and Portuguese Empire, Peru, 
Uruguay and Bolivia. 

Within this general framework, detailed supervision 
over export proceeds is exercised through a system of 
pre-entry record and the subsequent tracing of the 
proceeds of visible exports despatched to certain foreign 
countries. To take a hypothetical case, a merchant in 
London may have sold United Kingdom manufactures 
to an Argentine buyer at a price quoted c.if. Buenos 
Aires. Before he is allowed to enter the goods to 
customs on their outward journey, the exporter would 
be required to lodge a pre-entry form and a Form CD3 
with the Customs and Excise Department. This latter 
form must be satisfactorily completed to show how the 
proceeds of the export are to be received. The Customs 
department retains pages 1 and 2 of the form and returns 
pages 3 and 4 to the exporter (page 1 comprises the 
sections which the exporter completes, page 3 being 
merely a duplicate of this information). When the 
exporter receives the proceeds, or alternatively an advice 
from his bankers that payment has been made directly 
to them or their agents, he should hand pages 3 and 4 of 
the CD3 form to his bank. 

It can readily be imagined that the detailed work of 
the bank departments concerned with external trade has 
become much more complicated as a result of the intro- 
duction of Form CD3. Though the procedure is simple 
enough when a straightforward payment is received in 
a single sum, it becomes highly intricate as soon as any 
of the complications are encountered which are quite 
the normal thing in the ordinary course of trade. Such 
difficulties may arise, for example :— 

(i) When the importer makes a number of partial 
payments. 

(ii) Where a number of debts are discharged by the 
debtor simultaneously without proper allocation. 

(ii) When consignment stocks are partially dis- 
posed of. 

(iv) Where the debtor is slow in payment. 

(v) When unspecified charges are deducted from 
proceeds, making the net sum unrecognizable. 

(vi) If trade between the parties is reciprocal and 
items are offset without prior authority from the control, 
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or prior arrangement that the United Kingdom bank 
is to administer under F.E.24. 

In point of fact, the practice of trade seldom is so 
simple as elementary theory might lead one to suppose, 
and when a number of the above factors are combined 
in any particular instance all the banker’s skill is neces- 
sary if he is to avoid becoming the shuttlecock between 
a hard-hitting customer and an equally hard-hitting 
Control. The position is still further complicated by the 
fact that few exporters (particularly those who engage 
only spasmodically in export trade) define at all clearly 
the terms upon which they sell abroad. Many of them, 
for example, indicate a method of payment which is not 
subsequently followed by their buyers. In addition, the 
routine of branch banking has been so overburdened by 
a stream of circulars unevenly spread over the past year 
that many managers have not always been so well 
acquainted with official forms as present practice is now 
making them. The tone of the Control’s announcements 
leads the public to presume a prescience which the 
banker finds it hard to live up to. The system of export 
control has yet to function with the full degree of efficacy 
of which it is capable. Something remains to be done 
in the way of educating exporters in the gentle art of 
making sales contracts explicit in their terms regarding 
methods of payment, in putting those terms into effect 
with the help of Form CD3, and finally in sorting out the 
tangle produced by the complicating factors indicated 
above. If the customer himself finds it difficult to allo- 
cate the payments he receives to the related forms, it is 
almost impossible for the banker, however methodical, 
to do so. 

The final stage in the controlled process is the report 
to the Control by the commercial banker. Where goods 
are sold at foreign currency prices, the bank eventually 
receives credit in Nostro account (arising from payment 
methods a, b or c) and sells the dollars or other currency 
to the dealers in the Bank of England’s foreign exchange 
department. In reporting deals, the banker gives 
“export” currency as a separate total, subsequently 
submitting in writing a list of the items, each with the 
appropriate CD3 reference. Sales of goods in sterling— 
for example, to the United States—result in the transfer 
of the net final out-turn from the registered account of a 
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United States bank with their London clearers (under 
methods of payment d or e). Periodical statements of 
these accounts are submitted to the Control, and the 
CD3 numbers appear against the debits to which they 
relate. The Control is therefore in a position to check 
the operations of exporters and to ensure that such 
operations result either in an addition to their own dollar 
resources or a depletion of the registered-account 
balances due to the United States. 

The operation throughout the sterling area of CD3 
or parallel forms ensures that trade in visible goods is 
not used as a cloak for exports of capital. In the in- 
visible export industries, such as shipping, there is no 
comparable restriction on methods of payment, though 
in actual fact most debts to this country arising from 
services rendered are paid for by one of the five “ speci- 
fied” methods when the debtor is domiciled in a 
“registered- or “special-’ account country. It has 
been suggested that visible and invisible exports should 
be treated identically, and this would certainly seem to 
be the logical course, even if in practice the resulting 
leakage is not likely to be serious. 

Commercial banks report daily three totals of United 
States dollar sales to the Control. These are “ ordinary ” 
dollars (including dollars received for invisible exports), 
“export” as already explained; and, thirdly, “stock ” 
dollars resulting from the sale by residents in the United 
Kingdom, under licence from the Control, of securities 
in the United States. Since gold is already a virtual 
monopoly in the hands of the authorities the chain would 
appear to be fairly complete. 

Indeed, it is almost too complete, for there are com- 
plaints that the system suffers from the same restrictive 
effects which are usually found when bureaucratic 
methods are imposed upon a régime formerly compara- 
tively free. Exporters who have been seeking to expand 
overseas sales, for instance, complain of the great diffi- 
culties they encounter in securing allocations of 
exchange to finance advertising campaigns. Apart from 
lack of imagination of this kind, and a few minor loop- 
holes, the system appears to be fairly efficacious, even if 
(so far) cumbersome in its application. 
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The Scottish Banks in 1939—40 


N so far as the Scottish banks’ experience in the past 
{ year has been different from that of their English 

counterparts, the divergencies are traceable to varia- 
tions in the importance of divers types of industry on 
either side of the border. The differences in the set-up 
in the past were equally effective and account—in part 
at least—for the most marked difference in the distribu- 
tion of assets, namely, the heavier percentage of total 
funds held in investments. At the beginning of the 
period under review the percentage was 45.8 for the 
Scottish banks compared with 25.2 for the eleven 
members of the London Clearing House at December, 
1938. A year later the corresponding figures were 41.9 
and 23.5. Both the earlier rise in this item and the recent 
fall are reflections of the degree of activity in those 
sections of the heavy industries, including shipbuilding, 
which play so predominant a part in Scottish manu- 
facturing industry. The task of drawing any exact con- 
clusions, either as to the progress of Scottish industry or 
of the state of Scottish banking at any given time, is, 
however, rendered almost impossible of fulfilment by 
the fact that the dates of the eight annual balance sheets 
are spread over some six months and that no other 
figures are available, save those of the note issue and 
certain fragmentary information concerning clearings. 
Further, one at least of the eight banks fails to distin- 
guish between cash and call money, or between call 
money and items in transit or between advances and 
discounts. Even so, the mere totals tell a story, as can 
be seen from the table opposite. 

As already indicated, the principal change is a fall 
in investments, the decline being almost £12 million or 
some 63 per cent. This does not include the rise in the 
banking holdings of the Royal due to the acquisition of 
Glyns in July, 1939. The funds thus released, together 
with others that have become available, have gone into 
strengthening cash reserves, increasing call money and 
the bill portfolio, and making advances to customers. 
So far as the totals are concerned there is no very great 
difference between the proportion of the aggregate avail- 
able which has gone to each of these items. While it is 
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impossible to assert that all the banks have adopted the 
same general policy, the differences shown between one 
institution and another appear to depend in most cases 
at least as much upon the date of the figures presented 
as upon any marked difference in practice. The impres- 
sion is, very roughly, that at least up to last April the 
tendencies shown by the aggregate figures were still in 
operation, in some cases with increased force. There 
are two exceptions to this generalization. They are that, 
in so far as it is shown by the accounts, the rise in the 
note circulation occurred mainly quite early in the 
period covered; and that in February last the senior 
bank still showed a rise in investments. This is a 
constant feature of the accounts of the Bank of Scotland 
and seems to be due to something more fundamental 
than a difference in definition of the rubric “ invest- 
ments,” which are to the extent of some 95 per cent. of 
the total specifically styled “British Government 
Securities and securities guaranteed by the British 
Government.” Equally important, Treasury Bills are 
explicitly included under discounts. 

The story then, so far, is of an expansion in deposits 
accompanied by a switch from longer dated Government 
stocks into bills—mainly Treasury Bills—and assistance 
to the market is taking up the latter by larger loans. 
There is every reason to suppose that the intensification 
of industrial effort, after the collapse of France and the 
entry of Italy into the war, will have brought a continued 
rise in deposits and advances, and it is very doubtful 
whether there is any substance in the story, at one time 
current in the money market, that heavy taxation and 
outlays on arms would drain money from the Scottish 
banks. So far as most important accounts are concerned, 
it would be more reasonable to expect the movement to 
be in the opposite direction. The rumour appears to 
have arisen just after the Royal called heavily on the 
market owing to the very large application of Distillers 
for National War Bonds. The only substance it appears 
to have is that it is imaginable that a few very large 
concerns, which are temporarily suffering a reduction in 
turnover, might sacrifice a liquidity to a sufficient extent 
to offset the effect of a fairly general rise in turnover 
elsewhere. This is scarcely likely, however, unless there 
is a continuance of the slight tendency for concentration 
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of control in the heavy industries to spread balances 
between banks, including some of the English houses. 
The only other relevant factor appears to be the fixing 
of a maximum rate for deposits. This the London 
managements appear to be convinced will operate in 
their favour and, even if there was nothing to choose 
between Scottish and English banks in the matter of 
competing for deposits, it is hard to believe that, ceteris 
paribus, local patriotism will not direct deposits to the 
Scottish houses, at least in so far as they remain 
independent. 

The movements described are not of a nature to 
increase profits, and in the case of the earlier balance 
sheets there must have been some gilt-edged deprecia- 
tion. All the banks, however, have very substantial 
reserves in addition to those published, and, as will be 
seen from the following table, the profits after including 
tax on the dividends show, in general, only very minor 
declines, and in two cases rather considerable rises. In 
two cases only have the dividends been changed. In 
one of these, the Bank of Scotland, all that need be said 
is that the interim for the current year is again at the 
reduced rate of 5 per cent. What a year ago appeared 
doubtful thus seems now to be certain, namely, that a 
reduced rate is contemplated until the horizon clears. 
The same applies to the Commercial Bank, which, 
having cut its final to 7 per cent., making 15, has now 
paid an interim of 73 per cent. actual. In view of a 
possible difference in policy with regard to hidden 
reserves, it is impossible to draw any valid conclusions 
from the difference in the profit showing. As against 
this, the Royal Bank repeated in June last its usual 
payment of 84 per cent., a gesture which seems to indi- 
cate that its reserves were fully adequate to cover any 
losses on the Continent, where, rightly or wrongly, this 
institution is supposed to have larger interests than most 
of the Scottish houses. Finally, so far as the inde- 
pendent banks are concerned, the Union Bank adopts 
the unusual practice of declaring out of the profits of 
one year both interim and final dividends to be paid 
during the ensuing period. In consequence, nothing will 
be known of the intention of the board until the figures 
for the year ending next April are available. 

Such strictly banking evidence as can be found con- 
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cerning the course of events since the appearance of the 
last account is thus very meagre and fails to give any 
definite pointer as to conditions. The only other figures 
are those of note circulation in Scotland. For what they 
are worth these are given below compared with the 
estimated net circulation of the United Kingdom, both 
notes and coin, as prepared by the Bank of England. 
The comparison understates the increase in Scottish 
demand, since some of the additional coin has pre- 
sumably gone there. It is also the case that with the rise 
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TABLE II 
Change Paid* Paid 
Profit* on Year 1939-40 1938-39 
£ £ £ 

Bank of Scotland .. 370,548 —14,286 264,000 12% 
1r% 

Royal Bank .. .. 814,283 + 24,302 664,751 17% 
17% 

British Linenf¢. . .. 322,827. — 8,886 200,000 16% 
16% 

Commercial Bank .. 450,398 +28,493 312,500 16% 
15% 

National Bankt -. 353,747 — 7,188 196,000 16% 
16% 

Union Bank .. ++ 303,162 — 7,245 216,000 18% 
18% 

Clydesdalet .. -» 313,890 — 3,050 238,000 16% 
16% 

North of Scotlandt .. 293,593 — 1,412 182,560 16% 
16% 


* Before tax on dividends. 
+ Affiliated to English banks. 


in wages neither figure is an index to industrial expan- 
sion. Since, however, the local wage bill must be an 
important item in the business of the banks, and since 
there is no reason to assume a different experience with 
regard to wages in the two countries, the figures retain 
some relevance. On the year to August there is a 23.6 per 
cent. rise in Scotland, against one of 11.4 in the whole 
country, but from April to August the corresponding 
figures are only 13.6 and 12.9. Further, in Scotland 
there was a drop against July. 
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Scottish U.K. net 
Monthly averages notes coin and notes 
{mn. {mn. 
1939 | 
April .. - “ “* en 23°9 468 
August ae is ais ba 25-0 484 
December .. - as x4 26°8 518 
1940 
March i i se ini 26°5 514 
April . . ‘a we a - 27°2 511 
June .. ne ini wa di 29°2 548 
July .. - ue “ ¥s 3I°I 571 
August aa ‘a ne ae 30°9 577 


Here again the recent evidence is less conclusively in 
favour of a more rapid expansion north of the border 
than that for the earlier period. 

The year has brought even less change to the 
structure of Scottish banking than to its practice. A 
number of sub-offices and a few offices have been closed 
as a result of war conditions, while facilities have been 
reduced at some sub-offices. The eight banks have, 
however, played their full part in operating all the 
banking machinery which the war has called into being. 
They were included in the list of banks permitted to do 
general foreign exchange business, announced on the 
outbreak of war, and they have been called upon to play 
their part side by side with the clearing banks in subscrip- 
tions to Treasury deposit receipts. Since, however, the 
deposits of the individual banks are hardly large enough 
for each bank to rank for the minimum allotment of 
£500,000, except when the total to be placed is very 
high, they do not all contribute every week. The practice 
is that the share of one bank is taken up by some other 
bank until, by accumulation, one unit of £500,000 is due. 
The bank then takes over its £500,000 allotment and the 
quotas of the other banks are _ correspondingly 
diminished. 

As a further development in the control of foreign 
exchange, the Bank of England has established a control 
centre for the whole of Scotland in Glasgow. There the 
Royal Bank, acting as agent for the central institution, 
deals with applications from all the Scottish banks, thus 
speeding up exchange allocations and effecting a 
welcome measure of decentralization. 

Scottish banking has been honoured during the year 
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in the persons of Mr. John Maxwell Erskine and 
Mr. William Whyte, on each of whom the Lord 
Lieutenant of the City and the County of the City of 
Edinburgh and Liberties thereof has conferred the 
dignity of Deputy-Lieutenant. Mr. Whyte, general 
manager of the Royal Bank, having for long been 
manager of the Bishopsgate office, has a wide circle of 
London friends, even outside the banking profession, 
who will have been glad to learn of the distinction. 
Mr. Erskine is general manager of the Commercial 
Bank and also well known in London. Mr. John Robb, 
who succeeded at Bishopsgate, has been appointed 
assistant general manager of the Royal, pursuant on 
the retirement of Mr. G. F. B. Hunter, but remains in 
charge in London, while Mr. William A. Buchan suc- 
ceeds Mr. Hunter at head office. The year has also seen 
the promotion to assistant general manager of the 
British Linen Bank of Mr. George Mackenzie, who is 
particularly well known as Senior Vice-President of the 
Institute of Bankers in Scotland. 





Scottish Trade and Industry 
By C. J. Shimmins 


COTLAND, world famous for her heavy industries 
S and the skill, craftsmanship, and versatility of her 
workers, is participating to a very large extent 
in the Empire’s war effort. Never before has so much 
been asked of Scottish industries in the call for more 
ships, more shells and more aeroplanes. No matter 
where one may travel throughout the country, there is 
the steady beat, day and night, of Scotland’s industrial 
life. There is the clang of the riveters in the shipyards 
of Clydeside, keeping pace with the losses of the mercantile 
marine, the throb of machinery turning out shell cases, 
guns and aero-engines and the roar of the steel furnaces 
as the flames leap round the casks of molten metal, 
while in the quiet countryside Scotland’s farming sons 
wrestle with nature to exact the last ounce of food from 
the earth. 
When war broke out, the heavy industries in Scotland 
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were in a very favourable position to cope with the 
increased demands of the war machine. Colvilles, which 
control around go per cent. of the steel industry, had, 
in recent years not only modernized but considerably 
extended their plant. One guide to the increased 
activity of Scottish industries is to be found in the 
unemployment statistics :— 
UNEMPLOYMENT IN SCOTLAND 
(Thousands) 


1939 1940 
January as ae ie 237°7 185-0 
February és i * 268-9 184°3 
March .. = 4a - 254°3 155°2 
April .. - os a 240°8 137°9 
May .. “a sa ws 220°8 123°0 
June .. ee is it 198-8 III-3 
july .. xn - ie 189°9 114°5 
August ar 186-4 103°4 


It will be noted that unemployment is down by more 
than half since January, 1939. At its peak in 1932 the 
unemployed total reached 378,000 and it was generally 
believed that basic unemployment in Scotland must be 
regarded as fixed around the 200,000 level. The present 
figures are even more impressive when allowance is made 
for the unemployment in those trades that have been 
adversely affected by the war, such as printing and the 
light castings industries. The greatest improvement has 
taken place in those districts having the largest con- 
centration of heavy industries, as shown in the following 
table :— 


1938 1939 1940 

August July July 

Aberdeen .. ak 7,602 5,907 3,826 
Clydebank z% 3,058 2,144 1,219 
Dundee... es 16,264 10,423 6,457 
Edinburgh me 18,588 15,595 10,149 
Glasgow .. a 73,889 66,741 41,014 
Greenock .. ee 6,300 5,600 2,422 
Motherwell ae 5,880 4,702 2,999 
Paisley .. - 6,251 3,839 1,680 
Port Glasgow a 2,092 1,994 702 


Rest of Division .. 99,843 72,856 44,023 








239,767 189,861 114,491 





From the monetary point of view, the increased trade 
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activity is reflected in the expanding note circulation 
of the Scottish Banks. In THE BANKER for November, 
1939, a table was given of the average note circulation 
from 1932 onwards, showing a figure for 1939 of 
approximately {25,000,000. The average circulation for 
the four weeks ending August 10 last was £30,852,433, 
which is a record for all time. In interpreting these 
figures it must be remembered that the note circulation 
is, except for a fractional amount, confined to Scotland. 
The Scottish banks are prohibited from issuing notes of 
less than twenty shilling denominations, and large stocks 
of Bank of England ten shilling notes are required by the 
Scottish banks and a not inconsiderable holding of Bank 
of England one pound notes is also necessary to meet the 
requirements of customers. These figures do not appear 
in the statistics of the note issues of the Scottish Banks. 
Incidentally, the cover of Bank of England notes and silver 
coin for the excess note issue above the authorized limits 
may now be held at any office of issue of the Scottish 
Banks, instead of at any two approved offices as formerly 
required under the Currency and Bank Notes Act, 1928. 

Considering the main industries individually, coal 
mining is, of course, passing through a period of instability. 
The export trade of the East Coast was mainly to the 
Baltic and Scandinavian countries, and when Norway 
and Denmark were invaded the trade with these and 
neighbouring countries was completely blocked. For a 
short time some of the loss was made good by increased 
exports to France, but at present it is true to say that 
the export trade of the Lothians and Fife coal-fields 
has vanished. Nevertheless, there has been little short 
time working, as the output is being taken up by the 
increased demands for home consumption, both industrial 
and for stocking, while the Admiralty and the coastwise 
trade take a large share of the output. In the central 
and western coal-fields conditions have been more satis- 
factory. Statistics of output are not now issued, but 
the profits of the Scottish companies have been well 
maintained, notwithstanding the higher wages and in- 
creased transport costs. 

In agriculture, on whose prosperity more than half of 
the branches of the Scottish banks depend, conditions 
have been most favourable. Scottish farmers set out 
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to increase the tillage acreage by a quarter of a million 
acres, and in this aim they have more than succeeded. 
It may be noted that the increase in acreage already 
achieved is not much short of the total expansion of 
286,000 acres during the Great War, most of which was 
on that occasion effected in the last year of the war. 
On the other hand it must be remembered that the 
acreage of arable land is much less now compared with 
1914. Prices of all products have been satisfactory, 
and the harvest was one of the best for many years. 
The latter should be of advantage to another import- 
ant Scottish industry, the paper trade. The entry of 
Italy into the war and the defeat of France, meant a 
cessation of shipments of esparto from the Mediterranean 
ports, and as a result it is believed that as much as 80 per 
cent. of the paper now being manufactured in Scotland 
is made with straw, while experiments have also been 
made with potato shaws. 

In the iron, steel, engineering and_ shipbuilding 
industries output is naturally being maintained at its 
absolute maximum, which means a new record level. 
So much so that for a time there were two deterrent factors 
operated to restrict output. The shipbuilding and engi- 
neering trades experienced a shortage of steel and this was 
gradually made good by imports from the United States. 
The other problem was the labour supply, but the recent 
registration of shipyard workers and engineers should 
alleviate this difficulty. 

The textile industries, particularly the Borders woollen 
trade, has participated in the army clothing orders, but 
in addition the export trade with the United States and 
the Empire has been most encouraging. 

The fishing industry is working more than any other 
under war-time conditions. The fleet has been curtailed 
considerably and as many of the fishermen are now 
engaged in mine-sweeping with their trawlers and drifters 
there is little or no unemployment among fishermen, 
though there are large numbers of persons unemployed 
who were indirectly dependent on the industry. Gene- 
rally the quantity of white fish landed has decreased by 
about one-third while prices have gone up by one-half, 
leaving a sufficient margin of profit to meet the increased 
costs and risks on the high seas. 
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Any activity in the building industry is confined to 
Government work. The many housing schemes which 
were on hand before the war for local authorities have 
remained uncompleted, mainly for the lack of timber. 
Experiments have been made in the use of substitute 
materials, but these have not yet been developed on a 
large scale. While the outlook is favourable for those 
firms engaged in Government contracts, the prospects 
for the industry as a whole must depend partly on the 
amount of repair work necessitated by air damage. 

The question of increasing exports is receiving the 
attention of the leading Scottish industrialists, who are 
co-operating to this end. Scotland’s share of the export 
trade is not unimportant, for the value of all exports 
from Scottish ports in 1938 was valued at {£44 million 
or nearly one-tenth of the United Kingdom aggregate. 
In the acquisition of foreign exchange, no less than in 
the production of war materials and other essential 
supplies at home, Scotland is thus taking at least her full 
share in the general war effort. 


Recent Banking Law in Scotland 


By a Scottish Correspondent 

N recent months there have been two important legal 
| of interest to Scottish bankers. One of 

these, Snodgrass v. Clydesdale Bank (Moore Place) 
Nominees, Ltd., was discussed in the June number of 
THE BANKER. The other case, Pender v. Commercial 
Bank of Scotland Ltd., 1940 S.L.T. 306, concerned a 
life policy that had been assigned to the bank. The 
policy was taken out by the husband of the first petitioner, 
and on the maturity of the policy she claimed the funds. 
The policy was assigned to the bank in security of advances 
to the husband. The sum assured under the life policy 
was payable to: “‘ The proposer or his representatives 
Executors or Administrators in trust for the benefit of 
his wife Jane Pender under the provisions of the Married 
Women’s Property Act, 1882.’’ This statute does not 
apply to Scotland, but in England it is competent for a 
married woman to assign or charge her interests under 
a trust created by a policy taken out for her benefit 
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under the Act of 1882. In Scotland, the Married Women’s 
Policies of Assurance (Scotland) Act, 1880, to a great 
extent duplicates the provisions of the English statute, 
but in Scotland a married woman cannot assign her 
interests under a trust created by a policy taken out for 
her benefit under the Scots statute. The bank en- 
deavoured to prove that English law applied, taking into 
account that the assurance company was an English one. 
It was held that the assignment was invalid and that 
the lady was entitled to the proceeds of the policy. 

As in England, legislation was passed early in the war, 
to regulate the procedure in enforcing decrees for the 
payment of debts. This was known as the Courts 
(Emergency Powers) (Scotland) Act, 1939. Under the 
Act a person cannot, except with permission of the 
appropriate Court, enforce any decree of any Court for 
the payment of a sum of money or for the recovery 
of possession of land. In addition a person is not entitled, 
with the permission of the appropriate Court :— 

(1) To do any diligence (except diligence for the 
purpose of founding jurisdiction). 

(2) To enforce any irritancy, legal or conventional. 

(3) Lo realize any security or forfeit any deposit. 

(4) To serve a demand on a company under Section 169 
requiring the company to pay the debt. 

(5) To exercise any power of sale conferred by a 
heritable security, unless such right was competent on 
September 2, 1939. 

(6) To institute an action of maills and duties. 

(7) To take or resume possession of any property 
by reason of any default by any person in the payment 
of money or the performance of any obligation. 

Where a petition for sequestration has been presented, 
or a winding-up petition has been presented against 
a company on the ground that it is unable to pay its 
debts, and the debtor or the company proves to the 
satisfaction of the Court that their inability to pay the 
debts is due to circumstances directly or indirectly 
attributable to the war, the Court may sist the pro- 
ceedings in the petition for such time and subject to 
such conditions as the Court thinks fit. 

The Act is clearly of paramount importance to bankers, 
and if it is decided to realize the stock exchange securities 
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or surrender life policies held in security, it is essential 
that the written consent of the customers should be ob- 
tained. Otherwise, application must be made to the 
appropriate Court for permission to sell or surrender the 
securities. 

There has been a considerable increase in the number 
of mandates and powers of attorney from customers in 
H.M. Forces, and in this connection it is well to bear in 
mind the provisions of the Evidence and Powers of Attorney 
Act, 1940. This statute provides that any instrument 
creating a power of attorney executed after the com- 
mencement of the Act during the war period, either 
(a) outside the United Kingdom by a member of the 
forces or nursing or other auxiliary service, or (b) by a 
British subject in territory under enemy sovereignty or 
in enemy occupation, is invalid in Scotland unless attested 
by at least one witness and unless and until it is registered 
in the Books of the Council and Session in the manner of 
the docquet given in the Act along with the affidavits 
necessary. 


The Banking Situation in Canada 
By a Toronto Correspondent 


O smoothly has the work of financing newer 
S Governmental and trade demands proceeded that 

an unexpectedly high degree of stability has so 
far been the chief distinguishing feature of Canadian 
banking in wartime. The principal movements reflected 
in the monthly statements of the ten chartered banks 
fall under three heads :—(1) Attainment of a mid-period 
in the statutory transfer of circulation issues from trading 
bank departments to the Bank of Canada; (2) A 
temporary halt in credits owing to delayed marketings of 
the heavy wheat crop in the western provinces while the 
old crop is still in storage ; and (3) Movements consequent 
on the vast war orders placed by the British Government 
in Canada. 

On the first point, by the Bank Act of 1934 chartered 
banks are obliged gradually to reduce their notes in the 
ten years, 1935-45, to 25 per cent. of their paid-up 
capital on March 11, 1935, when the central bank went 
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into operation. In that year chartered bank note 
circulation averaged $125-6 million, with $47-2 million in 
Dominion notes issued by the Department of Finance. 
At the end of June last the chartered institutions had out 
$97:2 million in their own notes, and on August 31 last 
the Bank of Canada reported note circulation of $306-5 
million. 

Wheat crop movement has always been of prime 
importance to Canadian banks, as is recognized in much 
of the Dominion’s banking practices and legislation. 
Mr. R. A. Rumsey, assistant general manager of the 
Canadian Bank of Commerce, some years ago made the 
claim before an international grain conference that the 
largest single credit item in the world—one might now 
have to exclude war credits—was for the out-turn of the 
Canadian wheat harvest. At the high point, as this year, 
over $200 million are involved—a fact which may well 
explain the apparent reluctance of the Canadian banks 
to finance this season’s abnormally large surplus. 

On the third head, British orders, placed or in commit- 
ment, for the first year of war have been publicly 
announced at Ottawa to be roundly $400 million, equal, 
on the population, to $40 per capita. The sum includes 
large capital investments in munition and_ chemical 
factories as well as the Mother Country’s bulk share 
of the Commonwealth Air-training plan. The total is 
currently stated to be far in excess of Canada’s war cost 
to date. That enormous influence is scarcely yet appraised 
rightly. The Minister of Finance, Hon. J. L. Ilsley, on 
October 1 at Toronto made a rough and popular estimate 
that war would cost every Canadian $85 by the end of 
March next. (He omitted to deduct the known income 
of $40 as above). On the same day, the news cables 
reported the Chancellor of the Exchequer as giving 
British expenditure for the first half-year as £1,610 million. 
By similar “‘ popular ”’ arithmetic as Mr. IIsley’s it will be 
seen that the cost of war to Canadians is but one-eighth 
what it is to their fellow-subjects in the British Isles. 

The most important single steadying influence in 
monetary affairs is the Foreign Exchange Control Board. 
It is lynxlike in scrutiny of international transactions 
which in Canada have always been predominantly with 
the United States, perhaps three-fourths of the annual 
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trade volume of $2,000 million. There is a summer tourist 
influx normally worth $200 million to Canadian hotel and 
camp keepers, that has been encouraged by extensive 
advertising in the American states. On the other side, 
winter holidaying by Canadians in Florida and California 
is being discouraged. In May the Bank of Canada 
transferred its holdings of gold and other reserves of 
$259 million to the Board and it was announced that the 
Bank would buy $325 million short-term Dominion 
Government securities. These internal bookkeeping 
changes can now be traced in the Bank’s weekly state- 
ments which, however, show no other marked trends. 

In the combined statements of the chartered banks, 
loans for domestic purposes are considerably higher than 
a year and than six months ago, reflecting the trade 
employment of the British war funds shown above. So 
do the steadily growing public deposits recorded month 
after month. Foreign deposits and bank balances abroad 
are down considerably, due to reduced activity in branches 
in other countries, mainly in the United States, though in 
addition some branches in South America and, of course, 
in France, have been closed down. Call and short loans 
have been lower for a twelvemonth owing to restricted 
stock exchange operations. The late Mr. E. L. Stewart 
Patterson pointed out that what in Canada are termed 
“call loans’’ are not so in the strict sense. They are 
backed by securities having only a limited market 
confined to Canada “and cannot be looked upon as a 
means of increasing the cash reserves of the country in 
case of emergency.’ As to “ call loans abroad ”’, the major 
part are ofiset by foreign deposits at Canadian bank 
branches outside the Dominion. In normal years they 
would be only about 2} per cent. of the total assets. 

The chartered bank statement at the close of the 
half-year, given to the nearest million dollars, may be 
summarized as below :— 


ASSETS $m. | LIABILITIES $m. 

Cash and bank balances 434 | Note circulation er ie 97 
Bank bal. abroad " wil 191 | Deposits, Government - 276 
Call and short loans .. “9 79 | Public, Canada —— 
Securities ‘a ‘ ‘a 1,583 " Foreign ‘te bs 437 
Loans, Canada ‘ 1,075 | Bank Balances, Canada oe 11 
? Abroad : ea 141 eS Pl Abroad ve 48 
Other assets wd 161 | Bills payable, etc. a oe 64 
| Capital and rest “a re 279 


Total ie os 7 3,066 | 3,049 


er 
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Bank of Canada reports show the following changes in 
the first wartime year, statements for August 31 in both 
cases being taken as base :— 














ASSETS LIABILITIES 
(o00’s omitted) (000’s omitted) 
1940 1939 1940 1939 
$ $ $ $ 

Reserve ac aa 2,723 262,635 | Capital and Rest .. 7,450 6,903 

Subsidiary coin .. 284 392 | Note circulation! .. 306,634 179,704 

Advances, banks .. 1,000 — Deposits, Govern- 

Government (Dom. ment i -- 32,857 30,695 
and Provincial) se- | Banks ae .. 215,538 201,318 
curities .. «+» 551,301 163,096 | Other *e ous 3,610 11,216 

Bank premises ‘a 1,730 1,660 | 

Total .. -» 572,246 432,856 Total .. ++ 572,247 432,856 


There are two indices of banking activity in Canada, 
the debits (or volume of all cheques) and clearings—the 
latter of somewhat uncertain value because confined to 
inter-bank transactions and of little use for long-term 
comparison owing to the reduction by merger of so many 
banks formerly reporting independently. These for three 
typical yearly periods, roundly at midsummer, are :— 


(000,000’s omitted) 


1940 1939 1929 
Bank debits ve ee $33,372 $31,383 $46,670 
clearings ae or $18,571 $17,485 $25,105 


Exchange rates have been controlled by the Foreign 
Exchange Board, New York funds selling at a premium 
of 11 per cent. and buying rates 10 per cent. Sterling, of 
course, in Canada is regulated pretty closely by these 
rates, for reasons familiar to readers of THE BANKER. 





Books 


QUAKERS IN COMMERCE. By PAUL H. EMDEN. (Sampson 
Low. Price 12s. 6d.) 

Mr. EMpDEN takes as his sub-title “A Record of 
Business Achievement ”’, and the parade of famous names 
which crowd his narrative strikingly emphasize the leading 
role, so disproportionate to their numbers, which the 
Quakers have played in the commercial life of England. 
In the financial sphere, the Friends have perhaps been 
even more prominent than in business generally. Price, 
Waterhouse & Co., Foster & Braithwaite, Harrison & 
Crosfields are among the City firms which are not always 
realized to have a Quaker origin. In banking, the Friends 
are represented by a long chain of distinguished names— 
E 
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Barclay, Pease, Gurney, Tuke, Bevan and many others. 
Two members of the Big Five—Lloyds and Barclays— 
were predominantly Quaker in origin; so was Alexanders 
Discount Company, the oldest of the surviving discount 
houses, like Overend, Gurney, the first discount house ofall. 

What is the explanation of this commercial aptitude ? 
To some extent it may be found in institutional factors, 
as in the case of the Jews, with whom the Quakers provide 
in many respects a remarkable parallel. In each case it 
was persecution in the form of exclusion from a great many 
occupations which led to concentration on business in the 
first place. Both sects were forced out of agriculture—the 
Quakers because the payment of tithes was contrary to 
their principles, as representing enforced payment for the 
maintenance of a professional Ministry. By the Test Act 
they were for long periods excluded from most public 
offices; while for reasons of conscience they voluntarily 
abstained from a further range of occupations, such as 
slave-dealing, arms manufacture, privateering, distilling 
and—so long as this involved the employment of children 
—from cotton manufacture. Moreover, people who are 
continuously persecuted develop a very understandable 
tendency, as Mr. Emden points out, to live close together 
for mutual support in emergency. With the Quakers as 
with the Jews, this tendency expressed itself among other 
things in a ban on marriage outside the group (this process 
of inter-marriage, unfortunately, helping to preserve and 
accentuate the minority characteristics which were chiefly 
responsible for the persecution). In order to understand 
their outstanding commercial success, therefore “ it is 
necessary in almost every instance to point out who was 
whose wife and—more important still—who was whose 
father-in-law.” 

While this is admitted, it would be altogether too 
superficial to seek an explanation in mere nepotism. As 
Mr. Emden observes, the object of these inter-alliances 
was not so much to keep capital together as_ that 
family and business relations should become identical. 
It was, indeed, the refusal to treat wealth as an end 
in itself which produced, paradoxically, some of the traits 
of character of greatest assistance to success, notably an 
irreproachable integrity and concern for the welfare of 
employees (who also, frequently, were members of the 
Society). At the same time, this identity of family, relig- 
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ious and economic interests necessarily led to a close asso- 
ciation between religious observance and business affairs. 
After the daily meeting, the Meeting House frequently 
became “‘a sort of Change’. It was this atmosphere 
which made possible many successful amalgamations 
between Quaker firms, and which provoked one wit to 
observe drily that “‘ the silence in Meeting is such that 
the drop of an eighth in Consols is clearly audible ”’ 
These, then, are the kind of influences which form the 
common factor in Quaker business success generally. In 
tracing the careers of individual personalities and firms, 
Mr. Emden is able to enliven his text with a wealth of 
anecdote. One which will particularly appeal to econo- 
mists concerns the origin of Reckitt’s starch. Formerly, 
starch was made of potatoes. With the Irish Potato 
famine of 1846, potatoes rose sharply in price, as did all 
other starchy foods, with the sole exception of sago, since 
the Irish, for some reason with which many will sympa- 
thize, preferred to starve rather than eat sago pudding. 
At this juncture, Isaac Reckitt remembered that some 
time before he had accidentally acquired—it is said, in 
payment for a bad debt—a recipe for the manufacture of 
starch from sago. On this unlikely combination of cir- 
cumstances was founded the fortune of Reckitt & Sons, in 
which company a £500 founder’s share acquired before 
1878 would now bring in £4,000 a year. 
W. M. D. 


GOVERNMENT AND Economic LIFE. Volume II. By 
LEVERETT S. Lyon. (Victor Abramson and Asso- 
ciates. Bookings Institution. Price $3.50.) 

The second volume of this authoritative investigation 
into the effects of governmental intervention on American 
economic life is of particular interest to English readers 
in clarifying the factual background of many topical 
issues. The regulation of public utilities, of transport 
and agriculture—fields in which the New Deal has 
been particularly active—all find a place in this volume. 
Other sections are devoted to the control of the coal and 
oilindustries. There is an exposé of the aims and achieve- 
ments of the National Recovery Administration, the 
administration of public relief and social security legis- 
lation. All this serves incidentally as an encyclopedic 
survey of the American economic background under the 
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Roosevelt administration. Of still wider interest is the 
initial section devoted to foreign commerce, in which 
the broad issues of tariff policy are discussed from an 
enlightened liberal standpoint. The innate inconsistencies 
of Hamilton’s Report on Manufactures, which served 
as an arsenal of protectionist arguments in America 
throughout the nineteenth century, are shrewdly analysed. 
For those intrigued by historical parallels, there is in the 
following passages an interesting reminder that even so 
seemingly modern a problem as gold-maldistribution is 
by no means new: “ The purchase of supplies in America 
by both the British and the French forces had put into 
circulation in America the largest amount of gold and silver 
money the community had ever had, while there was 
a corresponding scarcity in Western Europe, which had 
been drained of its normal supplies by the pressing needs 
of the War.’ The period to which this refers happens 
to be, not the 1940's, but the 1780’s. And if at times 
the problem of ever redistributing the world’s gold stock 
in a rational fashion may seem hopelessly insoluble, 
there is consolation in the thought that on this earlier 
occasion the maldistribution corrected itself rapidly and 
automatically within a few years. Prices having been 
depressed in Europe and raised in the States by the 
movement of bullion, the Americans indulged in an 
orgy of import buying so soon as the war finished. “‘ Like 
water seeking its own level” the surplus gold flowed 
back to Europe as rapidly as it had left. It is true that 
an automatic corrective of this kind can hardly be 
expected in these days, for some of the refinements of 
modern credit technique might be designed to make 
water flow uphill rather than find its own level. But 
in the long run there is still some hope that economic 
forces will assert themselves. 





Correspondence 
“SCOPE FOR OVERSEAS TRADE” 


Inland Transport Facilities 
Dear Sir— 

I have read with interest the article on “ The Scope 
for Overseas Trade Expansion”’ by Mr. Walter Hill in 
your October number, and, in particular, sections 4 and 5 
in pages 26 and 27, dealing with transport facilities. 
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While it may be true that the road and rail facilities 
available in this country appreciably exceeded the traffic 
carried in pre-war years, that is certainly not the case 
to-day, and it is not accurate to state that we have at 
home a safety margin in handling facilities. 

The pressure upon all forms of inland transport is 
exceedingly great, and in many directions it is quite 
impossible to fulfil requirements except with considerable 
delay. In this direction the export business does un- 
doubtedly suffer. The time factor is frequently of first 
importance, and is even more so by reason of the diversion 
of ships to other than their normal ports. 

In making these assertions, however, I ought to qualify 
them by saying that, as at present organized, transport 
facilities are inadequate to requirements, because I firmly 
believe that if the inland transport arrangements of the 
country were properly coordinated and organized from 
an operating point of view, they could be utilized to an 
infinitely greater capacity than they are to-day. The 
experience of last winter, when the main factor making 
for trouble was the weather, is likely to become much 
worse in the coming winter when, in addition, we may 
have to face the dislocation due to enemy action. 

I believe that the weakness of our transport organiza- 
tion is, in the main, due to the fact that railway engine and 
wagon capacity are both very much under-employed 
because of the methods of handling traffic which prevail 
on the railways. 

The average wagon-load of general merchandise is 
only 2:81 tons, the average train-load 124-86 tons, 
and the average speed of movement of freight trains is as 
low as 9:15 train miles per train engine hour. The cause 
of these poor results is the reception and handling of 
traffic in comparatively small lots at numerous stations 
from which it is difficult to make full truck and train 
loads, with the consequence that consignments have to 
be moved to other stations for transhipment, and wagons 
have to be shunted at various yards and stations in order 
to make up anything like decent train-loads. 

There is no reason why truck-loads of nine or ten 
tons should not become the average, and train-loads 
of at least 500 tons of goods be run at average speeds of 
30 miles per hour and upwards. This could be achieved 
by the concentration of traffic by road vehicle at certain 
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centres where it would be loaded into wagons and made 
up into train-loads for other centres for distribution by 
road, eliminating small stations and unremunerative 
branch lines, and giving to both wagons and engines 
a vastly greater remunerative employment than is the 
case to-day. 

It is my opinion that this natural development of 
railway practice, made possible by the increased range 
and carrying capacity of the road vehicle, would, in 
addition to releasing transport facilities more than 
adequate to meet all our likely requirements, even in 
war, effect an economy of at least {30,000,000 per annum. 

Yours faithfully, 
FREDERICK SMITH, 
Member of Council, Institute of Transport. 


(Mr. Frederick Smith begins by questioning my 
statement that we had a safety margin in handling 
facilities, based on the fact that our rail and road transport 
facilities were under-employed in the years before the war. 
He devotes the rest of his letter to proving my case by 
showing that, by efficient organization, our transport 
facilities would be “‘ more than adequate to meet all our 
likely requirements, even in war.’ I wholeheartedly 
agree with Mr. Smith’s constructive criticism, and only 
hope that his suggestions will be speedily adopted. 

WALTER HILL.) 





Appointments and Ketirements 


Bank of New South Wales 
The Hon. C. A. Sinclair has been appointed a director 
in the place of Sir Kelso King, who has resigned. 


Barclays Bank (D., C. & O.) 

Mr. Joseph Dawson Race retired from the Secretary- 
ship of Barclays Bank (Dominion, Colonial and Overseas), 
on the 4th October. 

The son of a missionary, he was born at Hankow, 
China, in 1880, and educated in England. He commenced 
his career with the York City and County Banking Co., 
Ltd., which later amalgamated with the London Joint 
Stock Bank Limited. 

Before the outbreak of the last war, he entered the 
service of the Prince Shipping Line, of which he became 
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financial manager, and in November, 1916, he was 
appointed London Manager of the Colonial Bank, becoming 
secretary in 1918. 

In 1925, the Colonial Bank amalgamated with the 
Anglo-Egyptian Bank and National Bank of South 
Africa, changing its name to Barclays Bank (Dominion, 
Colonial and Overseas), Mr. Race thus becoming the first 
secretary of the new institution. 

He is succeeded by Mr. Howard Thomas Egerton,.who 
served for many years at home and abroad with the 
Anglo-Egyptian Bank Limited, and who was appointed 
assistant secretary of Barclays Bank (Dominion, Colonial 
and Overseas), in 1934. 


B. W. Blydenstein & Co. 


The joint signature of the firm now held by Mr. J. ten 
Doesschate, Mr. W. J. H. Blydenstein, Mr. A. Philips, 
Mr. A. C. J. Verhoeff and Mr. L. G. Cox has been extended 
to Mr. H. B. Allen White. 

Mr. E. J. Oliver, who has been with the firm for 48 
years, has retired, and the joint procuration hitherto held 
by him is therefore withdrawn. 


Lloyds Bank 


The death is announced with regret of the Rt. Hon. 
Viscount Horne of Slamannan, P.C., G.B.E., who had 
been a director of the bank since 1923. 

At Head Office the following appointments have been 
made: Mr. J. H. Partridge, from Lloyds and National 
Provincial Foreign Bank, Paris, has been appointed a 
controller in the Advance Department. In the Chief 
Inspector's Department, Mr. C. H. Osborn (inspector) has 
retired after 49 years’ service, and Mr. A. O. Kernick, 
hitherto acting manager at St. Austell, has been appointed 
an inspector. 

Mr. F. R. Careless has been appointed manager of 
Alcester branch in succession to Mr. S. S. Stone, who has 
retired on account of ill-health after 43 years’ service. 

Mr. D. Smith, from Head Office, has been appointed 
assistant manager of Cambridge branch on the retirement 
of Mr. E. H. Daniel owing to ill-health. 

On the retirement of Mr. F. R. Woodward owing to 
ill-health, after 42 years’ service, Mr.C. H. Woolley, from 
Lowestoft, has been appointed manager of Louth branch. 
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Mr. C. H. Wright, from Lincoln, has been appointed 
manager of Lowestoft branch. 

At Prestatyn branch, Mr. A. E. Olden, from Rhyl, has 
been appointed manager on the death of Mr. L. W.N. Jones. 

Mr. F. W. Burrow, from Victoria Circus, Southend-on- 
Sea, has been appointed manager of St. Austell branch. 


Martins Bank 

Mr. G. K. Dyson, from Sowerby Bridge branch, has 
been appointed manager of Bramhall branch in succession 
to Mr. Rk. H. Gordon, who has retired. 


National Bank of Egypt 

The resignation has been accepted of Sir Edward 
Cook, governor of the National Bank of Egypt. Within 
a few months Sir Edward would have completed his 
second five-year term, and for reasons of health was 
unable to accept the Egyptian Government’s invitation 
to consider a third term. Mr. C. N. Nixon, sub-governor 
of the bank at Alexandria for the past two years, has 
been elected to succeed Sir Edward, but the election 
requires ratification by the Egyptian Government. 


Union Bank of Scotland 

Mr. S. D. Anderson, agent at Turriff branch, has 
retired and is succeeded by Mr. F. F. McKilligin, agent at 
Ellon branch. Mr. MckKilligin is succeeded as agent at 
Ellon branch by Mr. W. G. Barclay, accountant at Bath 
Street branch, Glasgow. Mr. W. W. B. Balfour, 
accountant at Bath Street branch, Glasgow, has been 
authorized to sign official documents “ pro agent ”’ in the 
place of Mr. Barclay. 

Mr. F. A. Liddell, agent at Shawlands and Newlands 
branches, Glasgow, has retired and is succeeded by 
Mr. M. Keith, accountant at Hope Street branch, 
Glasgow. At the latter branch, Mr. D. C. Ewing, account- 
ant, has been authorized to sign official documents 
‘pro agent’ in place of Mr. Keith. 


The National Building Society announce that Mr. 
Stanley C. Ramsey, F.R.1.B.A. (deputy chairman of the 
society) has been appointed chairman in place of the late 
Mr. W. F. Foster. 





